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Mischief at Westminster 


HE KING opened the third session of the present: Parliament on 

Tuesday with the customary Speech cotiched in the customary 
words. Possibly there is something to be said for understatement in times 
of crisis, but the Cabinet, in choosing the words for His Majesty’s speech, 
seem to have pushed that doctrine to its logical conclusion, The Oracles 
could: teach them little. However, consideration of the content ci-the 
Speech. falls. into three parts: the: proposals. for constitutional reform, 
the remainder of the legislative programme and the omissions, 

The history of the legislation to “‘ amend the Parliament Act; 1911,” 
is not difficult to piece together. It springs from the conflict within the 
Cabinet over the timing of the Bill to nationalise the iron and ‘steel 
industry. One section of the Cabinet desired that to be the main doc- 
trinal part of the activities of the new session. Another section considered 
that to introduce such a controversial Bill while the economic situation 
of the country is as it is would cause more embarrassment than gain to the 
Government. But, said those who. disagreed with this. latter. view, if 
the Bill is not. taken this session,..it. will, then be at the mercy of the 
House of Lords. Under the Parliament Act, 1941, it needs two years 
for a majority in the House of Commons to override the power of veto 
possessed by the Lords. And no doubt at some stage of the ensuing 
argument someone proposed a compromise. Let the time limit within 
which the House of Lords can delay a Bill be shortened. In that way the 
1947-48 session will be spared controversy over iron and steel and yet 
this Bill can still, by some juggling, be carried over the heads of the 
Lords before the natural term of life of the Government expires. It is 
quite likely that whoever proposed such a solution was hailed as a brilliant 
tactician. 

Nothing could be further from the truth. Once again the Cabinet, and 
the Prime Minister, have taken evasive action and called it statesmanship. 
Nationalisation of the iron and steel industry is a real political issue. It 
-has meaning in public life today. Politically, it may be a good policy or 
itymay be a bad policy—The Economist isnot among those who think 


 (it.good politically, still less so. on economic grounds—but it is an issue 


which must be decided one way or the other if the industry itself, and so, 
in a great measure; the whole industrial life of the community, is to be 
given stability and an atmosphere in which it can think-of production and 
efficiency first and last. It would at least be honest, if misguided, to intro- 
duce the Bill now. It would be honest, and realistic, to say that the Bill 
will be postponed until the electorate can vote on it again, in the light ot 
what they think of the other industries that have already been nationalised. 
But what has, in fact, been done? The Bill has been placed in stora 
—and not even cold storage—and instead a new, distracting and 
irrelevant issue has been dragged out. of the past. Why haye the, Labour 
Government chosen to draw this, very old red herring across the political 


_ arena ?.-For.it cannot be claimed that the Government have by this 


manteuvre diminished the chance of a General Election next year. The 
power of veto possessed by the Lords does not impose two years’ef delay 
upon a Government. It presents a Government with the need to decide 
whether to accept two years of delay or make an immediate appeal to the 
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country. If a Government, faced with a rejection tapi 


decided to ask fog,a dissolution of Parliament, and if. it 
successful at the resulting General Election, it is inconceivable 
that any*House of Lords— “thes House— 
would refuse to pass a measure which had beem so recently 
approved by a majority of the electorate. Is the House of Lords 
more or less likely to accept-a Bill to amend*the Parliament Act 
than it is one to nationalise iron and steel ? The Government, 
like a conjuror, is diverting the public mind from the real issue 
and, again like a conjuror, its purpose in doing so can only be to 
bewilder, not to assist. It may well be that many in the Cabinet 
are afraid that they have not a majority of public support behind 
them on thé nationalisation issue. Hence this ghost, this refer- 
ence to a reform of the Senior Chamber, this proposal which is 
not a reform at all. 

This is not to claim that the House of Lords is perfect. No 
sane constitution maker would—or could—have invented the 
British Constitution as it exists on. paper. But the essential thing 
about the British Constitution is that it changes without recourse 
to paper. The House of Lords of 1947 is not in any way, either 
in its personalities or in its ideas or in its powers, the House 
of Lords that existed in 1911. Imperceptibly it has grown into 
a body that is Conservative in name but far from partisan by 
nature. Its contribution to national life in general, and to legisla- 
tion in particular, has over the last two years been enlightened 
and informed. The Prime Minister does not dispute that, but 
claims that its leadership. might fall:;into less .“ responsible 
hands.” By. the steps it is mow taking the Government. is 
doing its best to ensure that in fact this calamity does take place. 





* 


Few will quarrel with the remaining items in the list of 
impending legislation. Final judgment on any measure from the 
present Government on a reform of the franchise and electoral 
procedure must ‘wait until the actual proposals can be examined, 
but almost all the other items in the list will be welcomed. The 
poor law proposals follow from the vast social service schemes 
already passed. Rating reform is long overdue. Seo is the Bill 
On criminal justice ; that for the better care of children deprived 
of home life is another non-party measure. The Bills on Burma 
and Ceylon are a proper mark of the development of those two 
countries. The two Bills likely to cause controversy in Parlia- 
ment will be that to nationalise the gas industry and that to con- 
trol the proportion of British films that must be exhibited in 
every cinema. The most mysterious Bill is that which is pro- 
posed for the reform of the law relating to actions for personal 


; vt MyM Bm 
yOe BVAMAL 


THE ECONOMIST, October 25, 1947 
ipjocies: | If that is the Bill po. apolan ‘che legal doctrine bana 











as “ common t” few will object. 
Thirdly, ‘eo omissions. 
Bills’ eritmerated above has any(eatin 
‘the county. That ig not an arguiieéni 
‘has no Feasén to drop its normal legis 
because so much of what has to Bé'do 


to help—needs no legislative action. The one remaining Bill of 
importance is that needed to carry an autumn Budget into effect, 
but it would be unfair, if not improper, to expect a@ Chancellor 
of the Exchequer to anticipate his autumn budget speech and 
give in any detail what his proposals are. Yet if the King’s 
Speech, and the debate that follows it, are to be considered as 
a general survey of the work that awaits the leaders of the 
country, there are still many gaps in the pieture yet to be filled 
in. Sir Stafford Cripps had just made his statement on the cuts 
in capital expenditure and on the balance of payments as The 
Economist -was going to press; and though some discussion of his 
announcement will be found on p. 691, full consideration of the 
effects of the cuts will have to be deferred. But it is now nearly 
three months since it ‘was first said that some were essential, 
Does Sir Stafford Cripps’s statement. mean that the Government 
has at last made up its mind ?) That it has at last-decided what 
capital expenditure, in the present context, is productive and 
what not ? 

Suppose it is impossible to redress the adverse balance of pay- 
ments, What plans exist for alternative ways of meeting the 
situation? The descent.on the spiral of. bilateralism in inter- 
national trade has not been halted. What can Britain do to lead 
the sixteen nations-that met in Paris towards a reversal of that 
movement ? Suppose the attempt to increase the numbers of 
men and women in the coalmining, agricultural and textile 
industries by direction of labour on the present pattern fails, 
as sO many think it will ? The ‘list could be continued almost 
indefinitely. Mr Dalton’s task is comparatively easy. Cuts 
in the food subsidies and an increase in the purchase tax 
are at least something of a way out for him if he chooses to take 
them: <The problems that face Sit Stafford Cripps are of a 
different order, for he must add persuasion to decision and 
flexibility to his figures. 

All these are questions that will be asked and not all of them 
can be or will be answered.at once. _But the country is coming 
to see that while legislation may fill files and bookcases, it does 
not fill order books, coal cellars or shopping baskets. And it will 
not be diverted from asking pertinent questions by Mr Attlee’s 
references to the need for fire extinguishers when it is his 
Government which is responsible for starting the’ fire. 


Climax to the Cold.» War 


OR seven months now Mr Marshall has been trying to seize 
the diplomatic initiative from Mr Molotoy. On paper he 
appears to have. succeeded beyond all expectations ; in practice 
it remains to be seen whether the American: people. will. give 
him the power and the money to hold. it. His blocking moves 
in Greece and Turkey have proved for the time being effective ; 
the positions he has taken up in Western Europe and at Uno 
have still to be consolidated and reinforced. All over Western 
Europe, as far away as Austria, the centre and the right have 
taken heart ; and the Communists have been forced away from 


tactics of coalition with Socialists into campaigns of opposi- 


‘tion and coercion, The balance of power established at Yalta 


has been shaken. So far so good-—buit nor entirely good For 
Golan wa dnes Sanetetan vat: What is the : 
Poin ally ig many ag 


it is reached, where do we go from there ? 
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Obviously, the British should not be the first to cast a stone 
at’ Mr Marshall’s methods. The revelation that they were 


» ‘unable any longer to shoulder the entire burden of guarding 


Greece and Turkey was the shock that jolted Mr Truman into 
proclaiming his challenge to Communism in March. The 
imminence of the British financial crisis was in Mr Marshall’s 


_™ind when he framed his ‘offer of ‘economic aid to Europe in 


June. And, at this very moment, the State Department is con- 
sidering the alarming increase in appropriations for Germany 
thet will be needed if Britain is to slip off the barden of paying 
dollars ‘for the food:and raw materials with which the German 
pump ‘is'to be primed. It has to be recognised that Mr 
: strategy is urgently and decisively ‘influenced by the 
‘need to:make good British weakness in the counsels of Europe. 

‘To-resent this situation, and to. pretend that it need not con- 


_tinue is ungenerous and dishonest. But. it must be emphasised, 
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nevertheless, that it is one in which the British Government 
may find itself suddenly committed to action beyond its calcula- 
tions, and in which every effort must be made to foresee the 
trend and consequences of American policy. It is common 
knowledge that London was surprised—if not shocked—by 
Mr Marshall's three main strokes: the Truman speech, the 
offer of economic aid, and the proposal to circumvent the Russian 
veto at Uno by setting up the “little Assembly.” It would 
be deplorable if the London conference of Foreign Ministers, 
which opens a month hence, were to produce another surprise 
attack by the Americans, with Mr Bevin bringing up the rear 
with a different set of maps. Mr Marshall must not expect 
the British and the French to toe the line wherever he chooses 
to draw: it. 

This is a good moment to examine some of the doubts which 
are exercising Americans as they look back on the diplomatic 
excitements of the summer. In the’ last six weeks they have 
been publicly accused by Mr Vishinsky of being warmongers ; 
they have read in Mr Byrnes’s “‘ Speaking Frankly” that Mr 
Marshall’s predecessor contemplates a-challenge to the Russians 
to withdraw their troops from Europe—a challenge to. be 
backed, if necessary, by the forces of members of the Security 
Council. They have seen written in billions the sums of dollars 
needed to make Europe safe for democracy. They have been 
told that the next war might begin in their garbage cans. 

* 


Against such a background of rapid developments and almost 
world-shaking decisions, two alternative developments are to 
be expected: firstly, a growing impatience for results—one 
of the most disturbing features of democratic foreign policy ; 
secondly, a growing fear of consequences. The logic of the 
first, pushed to extremes, is that America should threaten 
Russia with preventive war ; of the second, that America would 
clear out of Europe and become as- self-sufficient as. Russia. 
Either development would have serious effects on British 
policy ; even more disturbing is the possibility that American 
opinion would waver nervously between them. Some of the 
arguments and less rational processes which affect ‘that opinion 
have been made clear in Mr Walter Lippmann’s striking series 
of articles on “The Cold War” in the New York Herald- 
Tribune. He asks the question: Can the western world 
operate for ten or fifteen years the policy of containing Russia, 
which is the essence of the Truman doctrine? He gives 
numerous and cogent reasons for deciding it cannot. An un- 
planned economy, he says, cannot wage diplomatic war against 
a planned one. A policy of mere containment means that 
Moscow would chose the issues, the area and the weapons for 
sporadic tests of strength. It implies a diplomatic’ struggle 
on the lines of trench warfare, a form of campaigning for which 
America lacks the infantry, and for which it would have to 
reply on °an uncertain coalition of Chinese, “Afghan, Persian, 
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Turkish, Kurd, Arab, Greek, Italian, Austrian, Polish, Czech, 
Bulgarian, Jugoslav, and German parties—some of them 
unreliable, and others disreputable, allies for an America 
pledged to defend freedom and national independence, ~ 

Such a coalition of mercenaries and satellites—it is argued— 
could not be held together; it would be torn and shaken by 
Communist counter-tactics. It would split European Socialists 
(though Mr Lippmann does not make this point, it is im- 
portant) by forcing them reluctantly into the anti-Russian 
camp. Its manipulation would give decisive powers to Ameri- 
can diplomats—some of them very inexperienced—in storm 
centres. It would mean dispersing American resources over a 
wide perimeter, instead of concentrating them at strategic 
points. In short, for wise and solid reasons, Mr Lippmann is 
unwilling to see American foreign policy dissipate its strength 
by manning the Yalta frontiers with an army of mercenaties. 

He then goes on to narrow the field of vital American interest 
by pointing to the main objective of Russian ambition. He 
asks Americans to forget their obsession with Communism and 
to think of the Soviet rulers as heirs of the Romanovs. He 
points out that Mr Molotov sacrificed all ideological prejudices 
to secure from Hitler in August, 1939, territorial concessions in 
Eastern Europe ; that the peace treaty with Rumania and the 
agreement of August, 1945, with Poland completed the process 
of regaining everything that Russia lost between 1917 and 1921. 
Beyond those territories Russia has established a sphere of ~ 
influence up to the Elbe which, says Mr Lippmann, is main- 
tained not by the power of Communist parties, but by the 
imminent power of the Red Army. If the Soviet leaders can 
be persuaded, by ransom or by force, to withdraw their troops 
500 miles east of the Elbe, then the balance of power in Europe 
can be restored by the free development of the large and small 
states between the Rhine and the Soviet frontier. The Com- 
rounist Fifth Column would remain ; but much weakened by 
the departure of the other four. 

Mr Lippmann then approaches his problem from another 
angle. He wants American policy to be morally and legally 
right beyond reproach. The Russians have agreed there must 
be peace treaties ; it is therefore right to use every effort to 
obtain them. Once they were concluded, the obligation to 
remove armies from Austria and Germany, and from the lines 
of communication to both countries, would be clear and specific. 
If it were ignored by the Russians, Europe would be solidly 
against them. If it were observed, and if Russian troops sub- 
sequently returned, America and its associates would have a 
cast-iron case to present to the Security Council, at worst a 
clear casus belli. In either case, the issues between America 
and Russia would be concentrated and clarified. The obstacle 
to a settlement would be single and unavoidable. To those who 
would object that such a confrontation makes agreement im- 
possible, Mr Lippmann answers: “To think that rival and 
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unfriendly powers cannot be brought to a settlement is to 
forget what diplomacy is about.” 

There is no denying the cogency of this analysis. and this 
criticism of the Truman doctrine, always remembering that 
Mr Truman last March had to startle Congress into action to 
help Greece. But there are implications and assumptions which 
need more cautious examination. Why, for example, is Mr 
Lippmann in a hurry—as was Mr Byrnes ?_ Why does he think 
a settlement with Russia possible within a year or two? Is it 
because he fears that the American people will grow impatient 
with the long and tortuous processes involved in carrying out 
Mr Roosevelt’s injunction to be patient and firm? Again— 
is he confident that American diplomacy can confront the 
Russians at the climax of its pressure with a threat that will 
work ? Or is he thinking of a bargain in central Europe, an 
acceptance of Russian claims to reparations out of current Ger- 
man production, and agreement to withdraw American and 
British and French as well as Russian troops from Germany ? 
If so, does he realise the immense popular appeal of the mere 
suggestion that the troops should all come home ? 

For the moment, it is sufficient to ask and ponder these 
questions, bearing in mind that Mr Lippmann has in the past 
accurately forecast, if not determined, American policy ; and 
that there has been so far no other hint of the. kind of settle- 
ment with Russia which Mr Marshall is aiming at. But it is 
not too early to point out that a trial of diplomatic strength 
of the kind Mr Lippmann recommends could not possibly be 
staged with Mr Bevin and M. Bidault out of the ring ; clever 
footwork by Mr Molotov could cause confusion among the 
western Foreign Ministers if they begin next month with no 
knowledge of one another’s intentions, It is not absolutely in- 
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conceivable that the suggestion to withdraw all troops from a 
united Germany might come from the Russians, For Mr 
Molotov cannot wish to see Western Germany, as a possible 
source of reparations and a certain centre of industrial power, 
being given its own central government and a prominent share 
in the benefits of a Marshall Plan. He must, realise that the 
attractive power for Germans of that plan and of talk of West 
European unity is something that did not exist. at the Moscow 
conference. And he must see, too, that the basis of Mr Bevin’s 
brief at that conference has now been changed ; that British 
policy for Germany must be to ensure the maximum contribu- 
tion of the Ruhr to the suecess of Mr Marshall’s policy. 


It looks at present as if Mr Bevin will have to use his patience 
to temper Mr Marshall’s firmness with his Soviet colleague, 
Unless he does so, using the British stake in Germany with skill 
and imagination, there is a risk that his American and Russian 
colleagues will try simultaneously to seize the initiative and meet 
headlong at the very outset. If they do, the London conference 
will fail, and the temptation for American policy to follow the 
path so brilliantly illuminated by Mr Lippmann might be over- 
whelming. It is as much in the British as in the American 
interest that the occupying armies should leave Europe, freeing 
it from its non-European liberators. But it is not in the British 
interest that Mr Marshall should attempt, single-handed, to force 
the Red Army out, nor that the Security Council should be 
brought into the argument ; nor, indeed, that the effort to reach 
agreement with the Russians should be made only in Europe. 
The London conference may prove to be the “ last chance ” for 
some years to agree on Germany; it need not be the last 
chance for American diplomacy to seek a general agreement with 
the Russians. 


Democracy in Japan 


IVERGENT views are held by those most closely con- 
cerned about the health of the democratic regime created 

in Japan since the end of the war. General MacArthur is very 
pleased with it. After all, it is primarily his own creation, and 
like an earlier and even more eminent Creator, he sees that it is 
good, The Japanese with whom he comes in contact all say too 
that it is good, and a leading soothsayer called Tomioka has 
informed the Japanese public that the General will not only be 
the next President of the United States, but is also destined to 
receive as a supplement to his allotted span of life the years 
“ sacrificed” by.Mr Atcheson, the representative of the State 
Department in Tokyo, who was drowned when a flying boat 
plunged into the ocean on the way back to North America. 
With such good things coming to him the Supreme Commander 
is optimistic about the Japanese. What is more; Dr Evatt, when 
he came from Australia to Tokyo to see for himself, saw and 
was converted. On the other hand, Mr McMahon Ball, who 
formerly represented the British Commonwealth on the Allied 
Council in Tokyo and resigned on losing the support of Dr 
Evatt, strongly disagrees and says that no people are as ex- 
perienced as the Japanese in “ hiding their real feelings.” Even 
more dissident is the Soviet representative on the Allied Council, 
who sees nothing but a country dominated by imperialism and 
reaction, with fascist beasts prowling behind every rubble dump. 
Amid such a confusion of reports it is difficult for the world 
to judge, and it is not likely that any better agreed story could 


be obtained by interviewing Japanese goliticiafs. »* Butrit is: 
possible by surveying what has actually been done in the past 


two years against the of prewar and wartime Japan 


to make a tentative and provisional estimate of the stability of > 


the new regime. Thot it hes been imposed from outside and not 
produced by a spontaneous popular movement within Japan’ 


cannot be denied. There was no revolution in Japan ; on the 
contrary it was finally pulled out of the war by the monarchy 
turning against the army. And, whereas in Italy the Badoglio 
pull-out did not absolve the monarchy in public eyes from its 
responsibility for originally giving power to Mussolini, in Japan 
the convention remained strong that good acts of state mani- 
fested the Imperial will, while bad ones were the work of evil 
counsellors. Certainly there was in August, 1945, no sign there 
of political disintegration ; the change of government came 
about in a constitutional manner and the last fighting War 
Minister, General Anami, very properly committed suicide. 
Nevertheless, defeat in a protracted and bitter war, in which 
great human and material losses had been suffered, and nearly 
all the larger cities had been laid in ruins, could not have failed 
to shake the established political and social order to its 
foundations ; and the economic sequel, with its stagnation and 
impoverishment, was bound to produce serious tensions in 
Japanese society. The Army was discredited and its abolition, 
decreed by the Allies at Potsdam, must have profoundly affected 
the internal balance of forcés,.even if the Allies had not under- 
taken directly totransform Japanese’, political and social 
institutions. Japan, afterall, had already»had for many years 


’ multi-party elections to the House-of Representatives on a basis 


of universal male suffrage. The power- of this institution had 
been to a great extent restricted and thwarted, partly by constitu- 
tional provisions which diverted power elsewhere—notably the 
convention which gave the Army and Navy control of the ser- 
vice ministfies—and partly by police pressure in elections. In 
1940, under the-stress of the nationalist reaction, there was a 


forced amalgamation of parties which virtually put an end to all 
political freedom. Yet in 1937 the party of labour, the Shakai 
_ Taishuto, had managed to double its representation in a general 
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election—a fact which indicated at least a certain vigour in 

pular political life and the possibility of its legal expression. 
With the abolition of the Army and Navy and the catastrophic 
failure of the policies associated with ultra-nationalism, it is 
probable that in any case there would have been—even within 
the existing constitution—a revival of parliamentary politics, a 
strong movement towards the Left and, what has actually hap- 
pened in the General Election this year, the emergence of the 
Social Democrats as the strongest single party in the elected 
House. 

The Americans, however, were not content with the abolition 
of the Army and Navy or with insistence on freedom of speech 
and elections. They decided to present Japan with a new con- 
stitution, which was written by American political experts on 
General MacArthur’s staff and put out as a Japanese document 
—this, indeed, saved Japanese face, but did not conceal its 
origin from any well-informed person. The Japanese thus now, 
as before, have a Constitution which has neither been in fact pro- 
duced by a popular Constituent Assembly nor grown by a 
long evolutionary process of national political life ; instead it 
has been delivered to them from on high, only this time by the 
Supreme Commander of the victorious enemy, instead of by the 
Emperor Meiji. It is true that this constitution removes the 
checks on popular sovereignty which existed in the old one, and 
is an interesting composition of what certain intelligent American 
theorists regard as the strong points of various existing systems. 
Nevertheless, it can hardly be expected, in view of its mode of 
inception, to command any deep loyalty or enthusiasm in the 
Japanese mind. 

More important have been the social changes .ordered 
by Allied Headquarters directives—notably the agrarian reform 
and the dissolution of the great Zaibatsu family trusts, which 
formerly dominated Japanese banking and industry. Both these 
measures went beyond the purge of individuals held responsible 
for promoting national aggression. It was held that an oppressive 
agrarian system (loosely called “ feudal”) and the exceptional 
degree of concentration of capital had been factors disposing 
Japan to aggressive policies and would, in future, be obstacles to 
democratisation. It was thus officially recognised in Washington 
that political democracy was not sufficient without certain social 
changes—a view which had something in common with the 
conception now familiar to us as “ Eastern democracy ” and was 
ardently supported by the “ fellow-travellers ” still influential in 
planning circles in 1945. But, whereas real Marxists regarded 
trust-busting and giving land to peasants in private ownership 


NOTES OF 


The great schism which divides France into two irreconcilable 
and potentia‘ly warring factions was dramatically brought to light 
by the results of the municipal elections on Sunday. It is now 
apparent that French political opinion is being polarised round 
General de Gaulle, arch-enemy of the Communists, and round 
M. Thorez, arch-enemy of the Gauilists. Nevertheless, among 
the total number of voters there remain substantially more 1on- 
Gaullists than Gaullists, and almost twice as many anti- 
Communists as Communists. 

Between these major political forces the lesser parties now 
present a sorry spectacle, divided within themselves and between 
themselves, and torn apart by thei conflicting attitudes towards 
their successful ‘rivals. The Socialists, MRP, UDSR and 
Radicals can be compared with the smaller governments on the 
international scene, unable either to prevent a conflict or to 
constitute an effective balance between the hostile giants of East 
and West. All are in danger of becoming “ sateliites.” 

Whether or not the present deadlock will resolve itself in civil 
war, which many Gaullist aad Communist leaders are not only 
discussing but “ defensively ” preparing for, will depend on 
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as steps towards socialisation, both in industry and agriculture, 
the believers in the American way of life saw in them conditions’ 
of stability for a system of capitalist democracy. The social 
reforms imposed by the Americans in Japan are now indeed 
clearly envisaged as prophylactics against Communism. A’ 
society in which the majority of peasants are tenants paying high 
rents on plots of land insufficient to maintain them, while most 
of the profits of business enterprise are devoured by a few great | 
monopolists, is obviously vulnerable to a propaganda of violent 
social revolution unless it is held together by a very strong 
authoritarian government, 

It is on the success of its social policy rather than on its! 
purely political constitutional innovations that the viability of the; 
American-sponsored new order in Japan depends. Great diffi- 
culties have been encountered, for the vested interests affected 
were deeply entrenched and had a strong hold on the new parties 
of the Right which had replaced the dominant parties’ of the 
prewar Diet. Land reform was persistently obstructed under 
the Shidehara and Yoshida Cabinets, and in the last elections 
many peasants voted Social, Democrat. With the Social Demo- 
crats coming in as the strongest party and the Right having to 
compete for the peasant vote, better progress in land distribution 
is now being made, and peasant ownership is gradually being 
extended. Less successful has been the attempt to disperse the 
ho'dings of the confiscated Zaibatsu companies ; small investors 
are reported to have shown great reluctance to take up the 
shares ; this is presumably due to pessimism about the future of 
industry which must continue until the reparations question has 
been settled and there are some signs of real commercial revival. 
At present in Japan it is more profitable to put capital into com- 
modity speculation and black market transactions, and the “ new 
millionaires ” who arise from this kind of economy are not fac- 
tors of social stability. 

If the agrarian reform is carried through and if there is a re- 
vival of foreign trade or an extension of American credits suffi- 
cient to cover the imports of food, raw materials and new capital 
equipment on which Japan depends for adequately feeding its 
urban population and restoring its ruined industry, then the 
social bases for “ Western democracy ” will have been laid. Then 
the labour movement, now under predominantly Social Demo- 
crat leadership, will be able to develop by constitutional, parlia- 
mentary methods. But in the present conditions of economic col- 
lapse and unconsolidated reform, there is no reason to believe 
that democracy would survive in Japan if the American forces 
of occupation were to be withdrawn in the immediate future. 
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international rather than on domestic developments. For the 
time being it seems likely that France will continue to be governed | 
either by a precaricus coalition or again by a homogencous 
Socialist Cabinet ; neither would comi.iand the support of more, 
than a small mnority of the country. It is at any rate clear that 
the progressive Catholics of the MRP have suffered severe S. 
ment in the elections, and were the chief agents of the Cabinet 
reshuffle which M. Ramadier has carried out. : 

Minority government could not command the authority needed, 
to combat inflation and so to avert economic catastrophe. The. 
capitulation to the Paris transport workers was perhaps necessary, 
to avert a general strike and political calamity. But there is no. 
doubt at all that the all-round wage concessions which now seem 
inevitable will make nonsense of the plans. of intensive work. 
worked out by the inter-ministcrial committee, set up to prepare 
plans for balancing the budget and rescuing the franc. M. Robert, 
Schumann’s resignation precipitated a governmental crisis, but, 
he can hardly be blamed for withdrawing after the reversal of a 
policy to which he has beer constantly and ineffectually pledging 
himself for almost a year. This. week has also seen a new decline. 
of the withering confidence in the franc, since the signal 


has been officially hoisted over the dwindling French reserve. | 
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What Could de Gaulle Do? 


In these circumstances, with prices swerving upward and 
diminishing food reserves failing to enter the legitimate markets, 
there is a good case to be made for the Gaullist view. France’s 
first need is a stronger executive authority. The Right cannot 
be expected to listen to lectures on constitutional legality from 
the Left, when the Government is submitting to the control, 
not of the elected representatives of the sovereign people, but of 
the trade unions who evidently command far greater authority. 

On the other hand General de Gaulle has yet to reveal how he 
proposes to prevent workers from striking, peasants from hoarding, 
towns from starving, or what measures he would take to suppress 
the “party of separatists” as he calls the Comniunists. If the 
methods he proposes are 10 be violent, authoritarian and contrary 
to the liberal tradition of the West, then it may reasonably be 
asked whether the remedy would not be worse than the disease. 

If the threatened parties of the centre are to save the young 
Republic from the authoritarians on the Right and the Stalinists 
on the Left, the first condition of success is substantial and 
prompt American aid, But the latest concessions to strikers, the 
governmental crisis and the apparent political deadlock are so 
many factors likely to discourage Americans from aiding France. 
The Communists must be expected to press this advantage as 
part of their effort deliberately to disgust the Americans with 
Europe in order to cripple the Marshall Plan. Certain Congress- 
men, now falling over one another in their enthusiasm to resist 
“Communist activity” in the grand purge of Hollywood, are 
in fact serving Moscow’s interests, in their isolationist and anti- 
European campaigns, with a blindness which from Paris looks 
incredible. 

From the British point of view it is plainly desirable that the 
traditions of western democracy and counsels of moderation 
should prevail across the Channel, although it is hard to see 
what can be done to help the French ally. 


* * * 


The New Session 


Does the fact that the Government’s new programme is to 
be what Mr Attlee calls “ balanced ” mean that, in the new parlia- 
mentary session, MPs will have time to breathe, time—and oppor- 
tunity—for constructive criticism, not only of legislation but of 
the Government’s policy in general? There certainly seems a 
good chance that last session’s overcrowding, with attendance in 
standing committees three, or even four, afternoons a week, and 
of the guillotine closure of important debates will not be repeated. 
The amendment to the Parliament Act (discussed in an article on 
page 665) apart, much of the coming legislation would have been 
introduced by a Conservative Government. There will be little 
party controversy over the poor law bill, the deprived children 
bill or the criminal justice bill ; and on these matters, as on the 
bills for promoting production in the Empire, for reforming local 
government finance and for reforming the law relating to actions 
for personal injuries, ordinary MPs will be able to apply their 
special interest and knowledge. 

The private member, however, is still not restored to his own. 
Once again, the Government has decided to take “ private 
members’ time ”—the time, that ds, allowed under standing orders 
to private members for bringing in bills and motions, There was 
the usual protest against this decision on Wednesday, and, indeed, 
the Select Committee on Parliamentary Procedure recommended 
a year ago that private members’ time should be restored as soon 
as possible, It may be questioned, however, whether the right 
10. bring in_bills and. motions is the best way to. use a_back- 
bencher’s talent and to retain his keenness. Too often in the 
past, private members who were successful in the ballot for bills 
and motions introduced bills that had the support of the Whips ; 
thus, private members’ time was often merely an addition to 
Government or Opposition time. Often, too, they brought forward 
eccentric or crank measures that could never reach the statute 
book. The truth 1s that, today, when the Government's sphere 
of influence becomes wider and wider, the scope for private 
members’ bills is contracting. It is difficult to believe that the 
most famous private member bill of recent years—the Herbert 
Marriage Act—would not today be a Government measure. 

Too many tears should not, then, be shed over the denial of 
private members” time—however desirable it may be, in 


to give an outlet for cranks and to test the readiness of public 


opinion for measures not officially adopted by any party, But the 
s or y party 
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It isa poor demonstration of the value placed on the services 
Labour back-benchers that when the Prime Minister was. Fan 


on the debate on the Address, and referri to such an important 
topic as demobilisation, large numbers Labour MPs left to 


attend party meetings. 


* x x 


Trimming the Services 


The first day’s debate on the King’s Speech produced some 
further information from the Prime Minister on the exact size of 
the cuts to be made in the Armed Forces. The original figure 
for March 31, 1948, in the White Paper earlier this year was 
1,087,000. In August last Mr Attlee announced a reduction of 
some 80,000 men and women below the earlier total. It has been 
known that further cuts were being made revised 
announced on Tuesday was that the present total for March, 1948, 
is expected to be 937,000, which is a reduction of 150,000 on the 
original total. From the symmetry of the figure it looks as 
though the total had been cut from above, rather than that the 
Services themselves had worked out reduced figures for their com- 
mitments. This lends point to the criticism that has from time 
to time been made, that the Service chiefs have never been won 
over to belief in the need to economise in man-power, and there- 
fore to the need for applying their minds to how much more 
effective each man in the Service can be made to be. 

The Prime Minister’s statement was enlivened by an interjection 
by Mr Churchill suggesting that the present effective strength of 
the Home Fleet was one cruiser and four destroyers. On Service 
matters Mr Churchill does not usually speak without some in- 
formation in his possession ; and the Admiralty have not helped to 
build up confidence by the tone of their recent announcements 
over cuts in naval strengths and establishments. Nor, indeed, 
did Mr Attlee rise to the occasion, since he found himself unable 
to contradict Mr Churchill in other than general terms. The 
general impression left at the moment is that if the Russian Fleet 
did come again to the Dogger Bank all Britain would have with 
which to meet them would be a fishing fleet. However, it is 
perhaps best not to be alarmist. Again, what is important is that 
the 140,000 men under the Admiralty should be effectively used 
and trained, even if on any one day in the last few months only 
four vessels of the Home Fleet could have raised steam at imme- 
diate notice. 


* * * 


Housing Cuts 


The announcement by Sir Stafford Cripps of the cuts in 
the building programme came too late for proper discussion in 
this weck’s issue of The Economist. Nor is it possible yet to 
estimate in detail their effects on the output of houses. It may 
nevertheless be useful to give a brief summary of the dilemma in 
which the Government has been placed. 

The quick and painful way would be to cut the immediate 
building programme drastically and to throw a large proportion of 
the present labour force (260,000 working on new houses) out of 
work and to let economic forces compel these men to move into 
the expanding industries. This method would permit of a con- 
centration on the most urgent housing schemes and might even 
result in more houses, not less, being completed over the next 
six months and a sustained output thereafter at the same level. At 
present the dispersing of effort over some 250,006 houses under 
construction is extremely wasteful. The drastic policy has, how- 
ever, already been strongly opposed by the building trade when 
they met the Minister of Works last week, and their opposition 
carries great weight. 

The slow, less painful but less effective way is to reduce the 
number of new contracts and so taper off the effects of the cut 
over many months, by letting existing contracts work themselves 
out. This is the decision the Government has apparently taken,” 
for Sir Stafford Cripps said that the 260,000 permanent houses 
under construction and the 90,000 under contract would be com- 


of building it would take nearly two years before the houses now 
being built were completed ; and even if the rate were doubled | 
the contribution to the solution of the present crisis would be’ 
negligible. The only immediate contribution would be from the. 
industries producing housing materials and components ;. for the 
flow of new orders to them would be checked, and they would 
be freed to adapt their output to the needs of exports or to work 
more in accord with the straitened circumstances of the country. 


. or even to close altogether, Sir Stafford’s emphasis on the need _ 
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to save more steel for export and to economise in timber imports 


as one reason for the housing cuts this out. 

But what the public will want to is the effect of the 
Government’s decision on the actual completion of houses, It 
has already been shown that target and performance are so wide 
asunder that the two are unrelated. If the Government were 
only to determine that, say, 10,000 houses are to be completed a 
month and gear the labour force in the industry, both in the 
factory and on the site, to that number, the country will in fact 
get no fewer houses than it is getting now, but will have — 
reserve of labour to move elsewhere. The process will be painful, 
but it will at least be healthy. 


* * x 


Independent Burma 


The treaty with Burma was signed at 10 Downing Street on 
October 18th by Mr Attlee and the provisional Prime Minister 
of Burma, Thakin Nu, A bill ratifying the treaty is to be intro- 
duced in Parliament this week, and until then the text is not to be 
made public, but it is known that the intention is to complete 
the transfer of power before the end of the year. 

Burma came under British sovereignty as a result of three wars; 
that sovereignty is now renounced without a war, except for that 
war against Japan which Britain decisively won, There was a 
moment last year when it seemed that a clash between the residual 
British authority and Burmese nationalist forces was imminent ; 
but it was averted by the Government’s timely action in 
implementing the promises which had been made to Burma, 
and the final agreement appears to have been reached in a spirit 
of great cordiality. In the internal affairs of Burma there is still 
much local disorder, which remains a serious problem for the new 
administration, but there has been no major outbreak of party 
violence since the assassination of Aung San and his colleagues 
(for which the former Prime Minister, U Saw, is now on trial) 
and there is no communal strife comparable to that which has 
marred India’s achievement of independence. There is still a 
problem of the Indian minority, but since the flight of a 
great number of Indians from the country in 1942 it has been 
less acute than it was before the war. The principal minority 
problem is now that of the Karens—a people who have a 
special claim on the gratitude and consideration of the British 
nation. There are those who think that the Karens have not 
been well treated by Britain in the settlement with Burma, and the 
word “ betrayal” is sometimes used. But in the long run it would 
certainly have been unwise for Britain to have assumed the posi- 
tion of guarantor for any special status of the Karens in an inde- 
pendent Burma ; it is better that Britain should be able, if any 
trouble arises, to give informal friendly advice without infringe- 
ment of Burmese sovereignty. 

Economically, Burma is of considerable importance both for the 
world market and for this country. It was before the war a 
large-scale exporter of rice for the Indian and British markets ; 
apart from Indonesia and Sarawak it has the only significant 
oilfield in Asia east of the Indus and south of Sakhalin ; it has a 
large share of the world’s wolfram, and is a principal producer of 
teak, now in desperately short supply. Provided internal order 
can be established and production restored to prewar levels, 
Burma shou'd be in an exceptionally good economic position, with 
its large surpluses of exportable commodities. To bring about 
this recovery will now be the commen task of Britain and 
independent Burma. 5 ‘ & 


New Constitution for Mauritius 


The announcement that a ‘new constitution is to be given 
to Mauritius will arouse little general interest in this country 
which seldom hears of the island unless it is visited by cyclones 
or disease. But the correspondence between the Governor and 
the Secretary of State on constitutional reform, which has now 
been published (Cmd. 7228), is well worth study, for it illus- 
trates to the full how difficult it is to grant even a measure of 
responsible government in the dependent Empire. 

Wherever one turns in the colonial empire, with the exception 
of the West Indies, the communal proWlem is scen as the big 
obstacle in the way of self-government. Fortunately, if the special 
case of Palestine is excepted, it has nowhere been necessary to 
fall back on the drastic solution of partition adopted for Ireland 
and now for India, Nor has it been necessary to the 
delaying principle of communal representation, which freezes 
a country into the mould cast by its different communities. 
Constitutional reform has instead proceeded on traditional British 
lines, but reserves for the Governor power to saf the rights 
of minority communities, either through the direct appointment 
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in colonial legislatures of persons to look after their interests or 
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t is against this sort the prop or 
Mauritius, where the adult Indian population outnumbers the 
combined French, Coloured, British and Chinese adult popula- 
tion by 135,900 to $3,000, should be judged. An unofficial elected 
majority in the Legislative Council will be partly kept in hand 
by the twelve unofficial members directly nominated by the 
Governor. Similarly, although the introduction of a literacy test 
in the franchise qualification is at first sight distasteful, the 
Governor’s explanation—that otherwise the proposed abolition of 
the property and educational qualifications would cause the elec- 
toral roll to be “ swamped by thousands of ns whose inability 
to read the printed word places them at the mercy of those who 
can”-—is reasonable, More questionable, perhaps, is the 
that the Legislative Council should elect four unofficial members 
of the Executive Council. It is made as a means of solving yet 
another difficult problem in colonial constitutional progress—how 
to prevent a largely elected legislature, which has no ibility 
for government, from degenerating into a place for abusing,an 

alien Government.” But it is a device that has not had much 
success when it has been tried elsewhere. 

On the whole, however, the new. constitution proposed , for 
Mauritius is satisfactory. It is as liberal as can be devised for 
such a heterogeneous population at its present stage of develop- 
ment. It is along lines such as these that Ceylon began to move 
towards self-government—not so very long ago, 


* * * 
The American Reply on Korea 


_ . ‘The Russian proposal to end the Russo-American deadlock 
in Korea by simultaneous evacuation of the Russian and 
American occupying forces has now brought an American 
counter-proposal calling for a general election under supervision 
of Uno before the evacuation. The Russian proposal contem- 
plated evacuation without any. internal political settlement in 
Korea, leaving the Koreans themselves to work out their destiny. 
In the absence, however, of any proof of the proportions of 
popular support enjoyed by the various Korean parties, it seems 
only too probable that after withdrawal of Allied troops the 
composition of the Government would be decided not by the 
ballot-box but by the bullet, and in such an initial contest of 
force the Communists, who are believed to have built up a strong 
armed force in the Russian zone, would be likely to have the 
advantage. To avert this development and secure free elections, 
the United States has now’ proposed to the United Nations 
Assembly that the occupying powers should hold elections in 
their respective zones under the observation of the United 
Nations not later than March 31, 1948, as the initial step in the 
creation of a National Assembly and a central Government 
Korea ; this Government, when set up, “will constitute its own 
national security forces and will arrange with the occupying 
powers for the early and complete withdrawal from Korea of 
the armed ferces of the USSR and the United States.” 

There has been some very pretty diplomatic swordplay in this 
succession of proposals. Russia gained the initial advantage by 
suddenly coming out as the champion of eafly independence 
(after having for months refused to have any dealings with Korean 
leaders who <xejected trusteeship tor Korea) and putting on the 
United States the onus of a refusal to evacuate. But by making 
evacuation conditiunal on a Uno-supervised general ; 
Washington has turned the tables; it has brought Uno into the 
middle of the picture and put.on Russia the onus of refusing 
to allow Uno supervision of elections in a country not yet 
sovereign. The Communists and their associates might gain a 
majority in free elections in Korea; on the other hand, they 
might not, It remains to be seen whether Russia will. now 
produce new proposals which accept the principle of Uno inter- 
vention without unduly exposing Russia’s Kerean protégés to 
the risk of not being ab‘e to control the Government... In any 
case the idea of trusteeship now seems to be dead and buried, 


* * * 


“ Little Assembly ” ? 


Mr Foster Dulles’s exposition last week to the Political Com- 
mittee of the Assembly, of the American scheme for a “ Little 
Assembly,” which would relieve the General Assembly of some 
of its burdens, received the rather uneasy approval, in priticiple, 
of most of the delegates, but was uncompromisingly ed by 
the Russians and their satellites. Timid compromise proposals 
brought forward by Sir Hartley Shawcross provoked even more 
violent reactions from the Russians, and when Russia and Czeche, 
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slovakia were elected to sit on a sub-committee to study the 
American proposals, they promptly announced their refusal to 
serve. Although the Americans have denied that their proposals 
are intended to interfere with the work of the Security Council, 
their general effect would be to set up a committee with wide and 
rather loosely defined powers to investigate and discuss matters 
of international peace and security, The British proposals, on the 
other hand, strictly defined the matters which the Interim Com- 
mittee could discuss, and refused it the powers, which the 
Americans would give it, to consider and make recommendations 
on “the principles of co-operation in maintaining peace.” 

The Russians and their friends gave full rein to their imagina- 
tion in condemning the American proposals as attempts to further 
the sinister aims of American foreign policy which, Mr Gromyko 
said, were “only liable to push the United Nations closer and 
closer to the abyss from which it might never be able to come 
out.” They could only regard them as an attack on the Security 
Council, and as an attempt by the Americans to nullify the veto 
by the use of what Mr Modzelewski of Poland bitterly called their 
“mechanical majorities.” 

Most of the delegates outside the eastern bloc were hampered 
in judging the American proposals by their inability to decide 
whether they were really designed to create a body which would 
make good the deficiencies of the Security Courcil. Although 
they felt it wrong that problems of security should not be dealt 
with because members of the Security Council were at logger- 
heads and because the Assembly was not in permanent session, 
they were not prepared to drive the Russians into the last ditch 
of opposition. Sir Hartley Shawcross’s proposals for a “ Little or 
Minute Assembly ” were designed to purge the discussion of the 
passions aroused by the veto, thereby leaving it weak and in- 
effective. He felt that there must be in continuous session a body 
through which world opinion could make itself heard, even if it 
could not enforce its will. But many delegates wondered whether 
all the trouble and expense involved would be worth while, if they 
only produced another sounding-board for Messrs Gromyko and 
Vishinsky. 

* * * 


Denmark's Other Customers 


Behind the stubbornness of both parties to the sus- 
pended Anglo-Danish food talks lies a basic conflict of 
opinion about the world market for agricultural produce 
and, in particular, for butter. The British say that the 
Danes have no other markets comparable in size to Britain and 
will therefore be forced to sell to Britain. The Danes say that 
if the price offered by Britain is not raised, they must find other 
markets to avoid ruin. They are therefore energetically looking 
for them. 

In, say, the next six months they must dispose of an export 
surplus of about 30,000 tons of butter, of which about 20,000 tons 
would normally go to Britain. Markets have so far been found 
for about 25,000 tons, mainly in Russia, which is to take nearly 
12,000 tons, Switzerland, which is to take about §,000 tons, 
Belgium, which is to take 4,000 tons. Also France will get 1,500 
tons and Czechoslovakia 1,000. Negotiations are in train 
with the United States, where a figure of several thousand tons is 
mentioned, and Italy and Spain, which both appear unlikely to 
take much butter. And an agreement involving goods worth some 
200 million kroner is expected soon with Poland. 

It is thus evident that the Danes are getting nearer to finding 
adequate markets than might have been supposed. But these 
markets are unlikely to be permanent. The butter that goes to 
Russia, for example, is said to be for the Leningrad region—the 
Baltic states are at present unable to produce adequate supplies 
and Russian transport cannot bring them from more distant 
Soviet lands. Similarly, as Swiss agriculture recovers from its 
wartime pattern, the Swiss demand for Danish butter will fall. 
Moreover, several countries have attached to their various trade 
agreements conditions distasteful to the Danes. From France, 
for example, unwanted wine, perfumes and silks must be taken 
and from Czechoslovakia bicycles and various other machines. 

It should be frankly recognised here and in Denmark that most 
of these arrangements, however necessary now, are in truth a 
second best. They are emergency measures pending the re- 
opening of the British market and, implicit in this, resumed 
deliveries of British coal. Coal stocks in Denmark are now very 
high—but so was the price paid for them. And when one recalls 
the interruptions and serious distortions from which the economies 
of Denmark and other western nations suffer, owing to lack of 
British coal, attempts to justify the low prices we offer for Danish 


’ dairy produce by the alleged inefficiency and feather-bedding of 
Danish agriculture, 


even though partly true, look largely irrelevant. 
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The most relevant fact is that 1} million tons—say two days’ out. 
put—of British coal would buy about 12,000 tons of butter even af 
es ee eee But if the coal came the prices would 
Pp. 
x *” * 


Two Voices on Steel 


The speeches by Mr G. R. Strauss at Cardiff and Mr Aneurin 
Bevan at Hull, delivered on the same day last week and reported 
in piquant juxtaposition in the daily press, make one wonder just 
how close are the political and intellectual sympathies which 
rumour attributes to these two Ministers. The Minister of Supply 
had good news to tell, of a weekly rate of steel production during 
September higher than any attained since the record month of 
October, 1940, exceeding the average weekly rate for the first 
quarter of 1947 by nearly 20 per cent, and accelerating in most 
promising fashion towards the Prime Minister’s target figure of 14 
million tons a year. After all due allowances have been made for 
the fact that September always has been a good month for steel 
production, that the first quarter of 1947 is a datum-line to be used 
with extreme reserve, and that fuel, raw material and transport 
difficulties lurk ahead for the winter months, this is a good showing 
and Mr Strauss had reason for his congratulations. 

The Minister of Health sees things in a different light. The 
coal industry had had to be nationalised, he told his audi 
“in order to rescue it from the situation in which it had been 
placed” ; and the same destiny awaited the steel industry, which 
would not be left in the hands of those who had betrayed the 
nation’s trust and could not be trusted to develop the industry 
to the extent required by national necessities. The charge of 
“betrayal” he supported by references to the inter-war years, 
when steel production was allowed to fall off for want of profitable 
outlets. (Nobody would deny that the conduct of the steel indus- 
try was in many respects reprehensible ; but the presumed duty, in 
Socialist eyes, of every capitalist to run his works at a loss if the 
national interest appears to demand it, has mever been balanced 
by a corresponding obligation on the workers to work for nothing 
and pay for the privilege of doing so.) Of the present perform- 
ance of the steel industry he had nothing to say, except that the 
target had been set too low ; and in view of the comparison which 
he tacitly invited between the relative performances of nationalised 
coal and as yet un-nationalised steel, he was certainly wise. (Such 
a comparison would, of course, be extremely unfair ; but Mr Bevan 
does nothing to call forth even that degree of chivalry needed to 
point this unfairness out.) How delightful it would be, how all 
concerned would cheer and throw their caps in the air, if coal 
production were up by 20 per cent, however rendentious the datum 
line with which it was compared. 


* * * 


Thanks from the Spivs 


The tangles into which the trade unions are liable to get 
themselves through their advocacy of the “closed shop” were 
beautifully illustrated by a statement from the Ministry of Labour 
this week. Mr Raymond Blackburn, MP, asked the Ministry 
what would happen to a man who refused to join the appropriate 
trade union when he was directed to the mines or to some other 
industry. The Ministry replied that 

A person who expressed objections to joining the trade union 

would not be directed to a job in which membership of a trade 

union was a condition of employment, or in which refusal to join 

a trade union was likely to cause an industrial dispute. 

What more perfect loophole cou'd be devised for the workshy, 
the black marketeer or the inessentially occupied ?. They have but 
to express a high-principled objection to the union into whose 
close embrace they are being pushed by the Ministry’s National 
Service Officer, and the road to their o'd freedom is clear. It is 
little use for the Ministry to claim that the worker would then 
be available for direction into an occupation where his objections 
would not be likely to cause difficulties. For 2¢ more essential 
the occupation, the stronger the union and the more stringent the 
conventions about membership. It is, of course, still possible 
to choose a type of employment where trade unionism is weak, 
but this would merely be moving the butterflies from one resting 
place to another. 

The situation has its humorous side, for it is the trade unions 
who have voiced the most outspoken criticism of the spivs, drones 
and butterflies, and have forced the Government to spread nets 
to catch these celatively insignificant creatures. And now when 


their capture seemed imminent it is the unions’ own policy on 
ia age age Ny he gk The unions will 
rom the spivs. 


receive a vote of thanks 
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The End of Plural Voting ? ayy, binges... : 


In this egalitarian age neither education Nor. property are 
any longer to provide their owners with special voting rights. That 
appears to be the object of the proposal contained in the King’s 
Speech for electoral and franchise reform ; it is intended, rumour 
says, to abolish plural voting. Equality before the law is to be 
matched by equality at the polling booth. 

The proposal w:il not provoke widespread interest, for quanti- 
atively it touches only two small sections of the nation. The 
electorate possessing an additional university vote is only some 
214,000, and that possessing an additional businéss property vote 
only 57,000. Out of a total electorate of 28 million these figures 
are very small. Nor can many tears be shed at the disappearance 
of the plural vote for business property holders, for they elected 
no special representatives but merely swelled the number of 
vores for the normal run of parliamentary candidates. No 
members of Parliament represent, ar least outwardly, the interests 
of property holders as such, 

The position is rather different with. the university vote, for 
the university voters directly elect thirteen members of their 
own. ‘These members have usually been of high calibre and 
often of genuinely independent views, and their influence has been 
out of all proportion to their number. Eleanor Rathbone was an 
outstanding example, but the character of the electorate and the 
special status of the universities has meant that good candidates 
have usually been forthcoming. It would be a pity to destroy 
this tradition of independence and high quality. 

The terms of the new bill are not yet known, but it is thought 
that the intention is to abolish plural voting without abolishing 
cither the university or bus'ness property vore, and that voters now 
possessing two votes will be able to opt for the one they prefer. 
The details of how this is to be done will be interesting. At 
what stage will the option have to be made—before or after the 
candidates are known ? Since a change in procedure is coming 
it might also be desirable to alter other aspects of the university 
vote. At present Oxford and Cambridge universities each have 
two members, London one, all the other universities of England 
only two between them, Scotland three, and Wales and Northern 
Ireland one each. This is patently unfair and should be re- 
adjusted. There may well be a case for giving all the universities 
together a single list of thirteen members and for electing them 
by proportional representation. There, if anywhere, PR should 
work ro advantage. 

* * * 


Problem of the Blitzed Cities 


Mr Silkin is holding a series of conferences with repre- 
sentatives Of the “blitzed” cities. The grandiose plans for 
rebuilding the centres of these cities still exist only on paper. The 
“ blitzed ” parts and the “ blighted ” parts (that is, areas of obsolete 
housing) of these cities are inextricably interwoven—in fact, many 
of the central areas consist of little else but blitz or blight. Under 
the 1944 Act, by which their finances have until now been regu- 
lated, adequate grants are not availab‘e for the “ blighted ” parts. 
This situation should be remedied when the new Town and Coun- 
try Planning Act comes fully into operation, which is hoped by the 
Ministry to be next April 1. Exchequer grants will then be 
available for an initial five years at the high flat rate of 90 per 
cent in respect of blitz, and on a sliding scale of up to 80 per cent 
for blight ; and thereafter grants continue at reduced rates for the 
full loan period of 60 years. In the period before the Act comes 
into force, however, the cities are experiencing several problems, 
which it will be the duty of Mr Silkin to clear up. 

Finance, however, is becoming almost the least of these cities’ 
problems. It will be impossible for a further indefinite period to 
secure labour and materials for ambitious schemes of capital con- 
struction. There is sure to be renewed pressure for the sanctioning 
of makeshift building schemes. It is tragically ironic that when, 
for the first time, Britain’s cities have the opportunity of being 
Properly built on spacious and imaginative lines, when plans 
are ready and finance is available, much of the actual building 
should consist of temporary houses and other structures which 
offend against the long-term intentions. But it is still far too 
early to despair. What is important is to see that any temporary 
expedi do not seriously impede the eventual and gradual 

ion of the cities’ plans. Later this year, the Ministry 
i manual of guidance on the Iding of central 
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Time-saving in ‘Teheran ms 


It looks as if the Persian Prime Minister is following British 
advice in guiding the deputies of the Majlis away from a challenge 
to Soviet oil policy. For, although they rejected by implication 
on Wednesday the agreement he signed with the Russians in the 
spring of 1946, they have approved by 1oz votes to two a resolution 
which would allow negotiations with the Russians to continue. 
It appears—though reports are sketchy—that they oppose any 
further oil concessions to foreign Powers, that they want prospect- 
ing to begin in north Persia, and that they would like to see their 
government getting a larger share of profits from the Anglo- 
Tranian company. Clearly Qavam-cs-Sultaneh has secured him- 
self a brief which will be useful in another battle of wits and 
patience with the Soviet Ambassador. He can plead that he is 
not to blame for the failure of his conscientious efforts to get 
Majlis support for the project of a Soviet-Persian oi! company in 
the north ; the agreement he signed in 1946 was the price of 
Russian troop withdrawals from Azerbaijan and is regarded by 
his countrymen as a promise made under duress. 


But it must be realised in Washington and London that Qavam 
cannot stall for ever. The. Russians need oil—that. has. never 
been disputed—and the only question is whether they insist on 
immediate and exclusive rights to get it themselves from. northern 
Persia or whether they get it as a result of commercial negotia- 
tions. Their choice will depend on the British and.American 
attitudes, which still seem neither clear nor co-ordinated. . If 
ever there was a case where constructive proposals made through 
diplomatic channels might receive attention in Moscow it is this 
one. Far too little attention is given to the economic bases of 
soviet policy, and to the possibility of patient negotiation about 
them. 


* * * 


Tonic for the Control Commission 


Every inquirer who has visited the British Zone of Germany 
with serious intentions pays tribute to the energy and outstanding 
competence of the higher officials of the Control Commission. 
The average Jevel of inteliigence and integrity is high,-and the 
presence of weaker brethren in the lower ranks is criticised no- 
where more forcibly than in the Commission itself. Mud thrown 
at them sticks to all their colleagues, and one or two recent in- 
discriminating attacks by newspapers have been bitterly resented. 
Now Mr Béyin has done as the retiring Commander-in-Chief of 
the British Forces: did—expressed publicly his confidence in the 
CCG, and paid tribute to its constructive achievements, 


Yet more than a heartening and loyal message is needed to 
restore the low morale which is reflected in the flow of resigna- 
tions and the difficulties of finding an adequate training staff. ‘The 
success or failure of the November conference of ‘Foreign 
Ministers may heip to remove some of the causes: the quadri- 
partite frictions, the uncertainty about how long jobs will last, 
and about future relations with the Americans. But there are 
others: the sense of isolation, the general ignorance of the lower 
ranks about control activities as a Whole, the apparently haphazard 
methods of appointment and the tendency to substitute orders 
for leadership. These need some thought and attention if 
remedies are to be found. There are war-time precedents—for 
example, in the submarine service—for giving CCG its own 
British newspaper. There seems to be no good reason why the 
Civil Service “house party” or the met iods of the War Office 
Selection Board should not be used for selecting staff. Every- 
thing possib’e should be done to get preparatory training trans- 
ferred from: rural England to a school in Germany, — Along these 
lines much could be done to stimulate. the self-confidence and 
team-spirit of the 19,000 members of CCG. Even then the bas'c 
difficulty will remain: the growing inability of Britain—for 
economic reasons—to maintaig its dominant position in the north- 
west and the resultant hardening of German minds agaitist 
spiritual and political values half-heartedly asserted. ' 


* * * 


Scientific Manpower ’ 

Two hundred thousand scientists with university.degrees will 
be receiving a questionnaire from the Ministry of Labour during 
the next two weeks asking for details of their present and past. 
employment, their qualifications, salaries and other partictlars 1 
relating to the nature of their work. mS “his inquiry is not a sleuth 
could surely ever be a spiv) but a much needed investigation into, 
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the existing resources of trained scientists which the country 
a.ready possesses ; it follows from the recommendations of the 
Barlow Report on scientific manpower (Cmd. 6824) that the output 
of scientists from the universities should be doubled. 

Since the publication of that report there have been many sug- 
gestions for more detailed inqu'ries to fili in the picture sketched 
only in outline by the Barlow Committee. The universities and 
education authorities need more than global figures if they are to 
plan the expansion of particular departments in relation to the 
demand for, say, electrical engineers, or geochemists or nuclear 
physicists, and the present questionnaire is intended to find out 
what is the existing manpower in the scientific and technological 
fields and to do so in considerable detail. This is the supply side 
of the picture. 

On the demand side the procedur: adopted is different. As a 
legacy of the wartime scientific and technical Register seven com- 
mittees, covering the main branches of science and technology, 
have been reviewing the demands for fully qualified men and 
women in their fields. The committees consist of academic and 
industrial experts and their recommendations will carry weight. 
In many cases their inquiries have revealed that earlier assump- 
tions about the need for large increases of particular types of 
scientists are not justified by the facts, and the work of the com- 
mittees may, therefore, result in lower demands than were ex- 
pected. How far their recommendations will be related to what 
industry wants rather than what it ought to want remains to be 
seen. 

When these two sides to the inquiry are complete it will be 
for the universities to adjust their programmes accordingly. The 
quicker the results are published the better, since the universities 
are well away with their development plans and it is important 
that they should have the benefits of the information which the 
Ministry is collecting before their schemes are too far advanced 
to change. 


* * * 


Parish and Neighbourhood 


The parish council or parish meeting still plays a greater 
role in the life of the countryside than an analysis of its strictly 


Letters to 


End of Act Two 


Sir,—I was surprised to see in your leader that you attributed 
so much significance to the Cambridge Union’s vote against the 
Labour Government. My surprise is not occasioned by your use 
of the Cambridge figures ; doubtless you would have preferred 
the similar Oxford figures if they had been available in time. My 
Surprise is occasioned rather by the uncritical use of any such 
figures. I question your conclusion that the “ young people have 
also turned against them” (the Labour Government) for the 
following reasons : — 


(1) The majority of votes are cast immediately after the main 
speakers have finished. Then those who attend debates for the 
entertainment value, and they are many, file out through the “Aye ” 
and “No” doors. 
(2) The vote is often cast (as many think it should be in debating 
societies which have no responsibility) for the speakers who spoke 
best as distinct from the merits of the motion. 
(3) The “best” speakers are, from a very justifiable point of 
view, the most entertaining. 
(4) Defence is never so entertaining as criticism. A partially 
developed critical faculty—and surely few undergraduates wouid 
claim more—finds greater scope in attack. The cynical laugh— 
and la ier there must be in the Union—is easy to provoke. 
(5) “floor” debate, which continues after the main speakers 
and the passive audience has left, is invariably more evenly con- 
tested. Votes cast during the floor debate are invariably more 
evenly divided than thdése cast aftér the main speakers have finished. 
The truth is, it is no longer daring to be a “red” at Oxford. 
Opposition to the oe ee is — pa pee we as it was 
between the wars, but it happens to be a different government. 

It requires either firm prejudice or firm conviction to stand up 
week after week and defend the Labour Government. It is too 


SOE SS fee ees, Tone ees iredeats 0 Bere Cetest, There 
is, however, a small pes tad cen “Tey ah oe es 


who withstand the scorn and criticism. 
colour” on leaving the university as 
predecessors did between the wars. 
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legal powers would suggest. These powers, although they cover 
numerous activities, are not considerable. Save in rare 

the parish does not itself possess compulsory powers and where 
compulsion is necessary the legal proceedings must usually be 
taken through the med‘um of the district or county council. Its 
expenditure is limited, at the most, to the product of an 8d. rate 
(more can be if some service is delegated to it by the 
district council). 

The parish council’s own powers consist of effecting !ocal im- 
provements, such as the provision of allotments, recreation ground 
and village hall, the purchase or repair of footpaths, and the 
improvement, from local sources, of the water suppy. In theory, 
most of the functions of the rural district council] may be dele- 
gated to a parish, and one or two functions—such as street 
lighting and burial grounds—are fairly often delegated. The 
parish counci.’s most important activity, however, is to act as 
the watchdog of village interests, to relay local opinion and com- 
plaints to higher authorities, and to seek representation in appro- 
priate quarters such as the management of primary schools. 

This watchdog role is becoming increasingly important. Since 
however, it is optional, and since the parish council’s initiating 
powers are mainly permissive, everything will depend. upon local 
enterprise. The first national conference of parish councils, held 
this week, wili have done a good job if it drives home the fact 
that a vigorous parish council] can accomplish a great deal, whilst 
a passive one is virtually useless. The democratic roots’ of the 
parish are probably stil sounder and stronger than those of other 
local bodies. It is a surprising fact that, in spite of the enormous 
difference in powers, the parish election is often contested far 
more hotly than the district or county elections ; and it is refresh- 
ing to have one brand of election where personality is everything 
and politics nothing. The vigour of parish po.itics suggests that 
it might be no bad thing to institute elected neighbourhood 
councils inside the larger county boroughs. The population 
covered would need to be larger than for the parish-—10,000 might 
be an appropriate figure—but many of the functions should be 
similar. 


the Editor 


It is my considered view that if a Conservative Government 
came to power, before very long it would be earning much the 
same votes of censure from the two Unions. We do like to defeat 
the Government—whoever it may be.—Yours faithfully, 

Lincoln College, Oxford D. S. Timms 


SiR,—I was very impressed by your article, bur to my mind 
you ignore the most serious feature of the modern political scene— 
the absence of any new approach or creative thinking. 

It is most disturbing to see what a great opportunity has been 
thrown away by the Liberal Party. Its po.icy statement is a 
collection of generalisations. Its leaders have an_ invariable 
formula for a speech “ one-third devoted to roundly condemning 
the present Government, one-third to explaining how the Con- 
servatives are unfit to govern and, finaly, a third in praise of 
the liberty of the subject,” There are indications from reperts 
of their speeches that the Liberal leaders are increasingly attracted 
by a return to laisser faire as the answer to twentieth-century 
problems, whereas the Conservatives accept the need for com- 
promise and the middle way. But, however attractive they may 
make their policy, they are suspect as a party. Furthermore, the 
Conservatives give no indication of a wiLingness to reorganise 
the party on broader and more democratic lines comparable with 
Liberal Party organisation. 

In the absence of any reasonable alternative I shall continue to 
support the Government, but the Labour Party itself ‘s another 


strength of authoritatian elements. I believe party government 
is right and proper, but find myself in that barren no man’s land 
of “ progressive independence.” To many of your readers it 
ne ee eee ee 
ness that there is a case for a new progressive party in British 


politics in which “new dea‘ers ” of all partes could unit, released 
doxies that become increasingly meaningless aon ee 
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Sir,—While I agree with much of your leading article in your 


issue of October 18th, there are two points which I | 
to challenge. 


First—it is incorrect to assume’ bial 1G) 
turned against the Labour Government on the basis At the 
Cambridge Union yote. _Cambridge, like all Universities at. pre- 
sent, has a substantial student population of ex-officers working 
on Further Education and Training grants, men were 
always anti-Labour (with some exceptions, of course), 

Second—do you really believe that we would have got as much 
coal as we have if the mines had not been nationalised? I am 
certain that though the nationalisation of the mines has not yet 
solved the coal crisis, it has at least created a more. hopeful 
prospect in the industry, I think, therefore, that this particular 
act can be said to have made some small contribution to our 
defences against the coming storm.—yYours faithfully, 

The Lodge, Culverwood, near Hertford 


Balkan Justice 


Sir,—A “Noite” in yotrr issue of October 11th mentions the 
allegation by the Jugoslay prosecutions, at the recent trial of 
Jovanovitch and Gazhi, that I had instigated these men to form 
a “peasant bloc.” May I use your columns to declare that this 
alegation is utterly false? 

During part of the war I served in a department of GHQ, 
Middle East, whose activities were directed against the Germans 
and in favour of the Jugoslav resistance movement of Tito. In 
so far as Gazhi, then in exile in the Middle East, assisted this 
work he was doing his duty as a patriotic Jugoslav. It should be 
counted to him @S.a merit, not a sin. Neither then nor later was 
he an “agent” of the British. He returned to Jugoslavia after 
the war, not (as the Jugoslav public prosecutor at the trial alleged 


a 


L, E. Baw 


without a shred of evidence) to spy for the British, but to take 


part in his country’s reconstruction, 

After I was demobilised, and had severed all connection with 
my wartime work, I went to Jugos_avia as your correspondent. 
I met both Gazhi and Jovanovitch (whom I had also known before 
the war). In our conversations we simply discussed the political 
situation in the normal manner of a journalist with two old 
friends. Our talks at no point bore the character attributed to 
them by the prosecutor and his Ozna police spies. 

Both Gazhi and the far better known Jovanovitch have since 
long before the war stood for a policy of left-wing peasant demo- 
cracy, which specially stressed the solidarity of Serbian and 
Croatian peasants. This led them at first to co-operate with 
Tito’s Communists. They broke with the Communists only when 
they became convinced that the Communists did not intend to 
carry out the democratic programme which they had prociaimed 
during the war. Since then they nave been in opposition. ‘Tt is 
childish to suggest that I, or any other British subject, put into 
their heads ideas which they have so long held. 

Up to the summer of 1946, British visitors to Jugoslavia, whether 
friendly to the regime or not, were agreed that it was possible 
to talk freely with Jugoslavs. “The recent series of trials suggests 
that this situation no longer exists. Must we conclude that no 
British journalist who is not a Communist or “approved fellow- 
traveller” can now tak to a non unist Jugoslav, except in 
the presence of a known Communist or Ozna spy, without bring- 
ing innocent people into great danger and incurring wild accusa- 
tions against himself?—Yours faithfully, 

HucGu. Seton-WatTson 


The South African. Loan 


Si1r,—In your reference to the South African gold loan in your 
issue of October 11th, you state that the British Government will 
receive £80 million (gold) in the near future, but will forgo gold 
shipments which in 1946-47 will have “produced about £55 
million. With due res I suggest that this does not follow. 

As Dr de Kock pointed out last August, in his speech at the 
Reserve Bank meeting, the Union had an adverse balance of 
payments in the year ended March 31, 1947 ; in consequence the 
Reserve Bank’s reserve of gold and foreign exchange assets fell 
by £84 million. During the year the Bank purchased £97 
million gold, being the Rand output, and sold, £86 million to the 
Bank of England and £55 million to the US Assay Office, New 


York. It is submitted that these transactions would have been 

effected whether or not there had been an agreement between 

the SA Reserve Renk end the Bent of Knglend. became she: balgice 
of payments required them. _ se : 
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It follows that each year the Reserve Bank must sell gold to 
Gi aetie cee ee to cover out adverse balance of trade with 
ll only become unnecessary if the 
et p26. thie, shéoid auakce yh cane oor Our 
adverse Goces If that should occur, under the present arrange- 
ment, the Reserve Bank, under its agreement, would nevertheless 
sell gold to the Bank of: England to the tune) of £80 million per 
annum and, presumably, wou'd invest the surplus proceeds in 
Diondon. ° But as this i is an unlikely comtingerey, I suggest ‘it will 
be found that Britain will receive ‘de £80 million gold on loan 

and will also receive. its customary gold shipments each year. 
Of course, the aforementioned contingency is a possibility-—at 
jeast in seme degree—as import of capital to the Union has been 
on a fairly substantial scale of recent months, but the Union is 
still importing heavily, and there is a strong demand for British 
goods, especially capital equipment, If Britain can. deliver 
the goods we want, we are in the fortunate position of being able 


to pay for them by shipping gold in exchange.—Yours woes 
Pretoria 


The Savings Campaign 


S1r,—Mr Fenn, in his letter published in your issue of October 
18th, suggests that our savings, when we withdrew them, should 
be “ scaled up or down according as the [price] index has moved.” 

In the possible, though admittedly improbable, event of the cost 
of living index having dropped appreciably in five years’ time, 
perhaps Mr Fenn would be prepared to advise the then Chancellor 
of the Exchequer how to placate members of an irate public who 
find that the £1 invested in National Savings in 1947 is, in 1952, 
returned to them as, say, only 18s. 

It is dangerous to forget. the “ shortcomings” of the ordinary 
citizen who does not understand high finance, and who instinc- 
tively mistrusts any “juggling” of figures aS Fae nae —Yours 
faithfully, H. B. M. JoHNsTon 

Seven Sisters, St. Lawrence, Isle of ae 


From The Economist of 1847 


October 23, 1847 


THE following memorial to the First Lord of the Treasury 
would be submitted for the approval of a public meeting at 
Birmingham last night. 

The memorial of the Undersigned Inhabitants of Birming- 
ham—Showeth—That your memorialists have witnessed with 
grief and astonishment the unchecked progress of much 
which will have made the last twelve months fatally memor- 
able in the history of this country. - Houses whose experience 
and wealth had grown up with the growth, and were inter- 
woven with the existence, of E commerce, have been 
suddenly destroyed ; and other a vast fortunes 
had been. shattered by et = our monetary 
as have now been swept a pe ee oie prosper 

¢ place of the ee agents of 
and power cannot be suddenly up. 1p. The’ vee aod 
experience necessary to ee and sustain these great a 
. Your memorialists lament the 

attempts which have been made to conceal the ruin caused 
by the bill of 1844, by at the character of its victims. 
These unfortunate and libelled men have not fallen from 
any imprudence of their own ; they are found ote not 
to have ered their eee gga thful 
requirements trade, or eS ee to 
the extent of their property which outinnrs seers 

justified, but eer have undeniably been waestroyed by by a 
"hen the Miah prin ee th i 

en the ice . the great railway 

contracts . . ).and: pots other SiCcenerences combined sonnets 
an increase of monetary facilities imperative, then the Bank 

of England, oye the tation of 10 millions 
of gold money for the. ul pur of food, was com- 
pelléd by the law. of 1844 hinther to contfact its paper 
issues. With an abundant gold circulation, the law of 1844 
permitted the issue of 30 millions of paper money by the 
. — of oe pe ee was bray se into enterprises 
of great extent ge basis its operations. The 
gold money has been reduced by at last 10 milons end 


the law of —_—_ has reduced the "ibe Beak of 
the Bank of =o to (21,961,585 ; “aad ae 

England . has been com to reduce 

ipciation of legal tender oa to £18 meer <a 


pletion of undeftakings 

entered into when gold "ee a Ps 

abundant, are thus i aie SAA pet mony 
of the law .. . and not the ome spirit of the people, 

that has produced the ruin that now affects the an easy 
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Books and Publications... 


Local Development 


“Plan Your Own Industries.'’ By M. P. Fogarty. Basil Black- 
well. 320 pages. 25s. 

THE spontaneous growth of private organisations which rapidly 
achieve a modus vivendj with the central and local government 
agencies, like the central Government’s practice of delegating 
some of its functions to ad hoc unofficial committees, is one of 
the most interesting and important expressions of the British 
political genius, and every major manifestation of it deserves 
study. Mr Fogarty has produced a thorough study of the move- 
ment which resulted in the formation of many committees or 
councils for promoting local development, which will be of the 
greatest interest alike to economists and to students of govern- 
ment. As a history of the movement, this is an admirable book, 
though many readers who approach it without any previous deep 
interest in the subject will doubtless find the mass of detailed 
information somewhat overpowering (one suspects that its read- 
ability might have been improved by a greater use of classified 
lists of Organisations) 

There have so far been, roughly speaking, three phases in the 
story. First, soon after the first World War, health resorts began 
to advertise their attractions, and this example was followed, even 
before the depression, by certain industrial areas. Incidentally, 
it would be interesting to compare this manifestation of local 
patriotism with the corresponding, vastly greater, movement in 
the United States. The British movement, in its first phase, was 
largely (like its American counterpart) a produc: of an expansjon- 
ary spirit; in its second phase, however, which began with the 
depression, it flourished in an atmosphere of general unemploy- 

“ment and of immensely sharpened competition between regions 
and districts for the small amount of new enterprise available. 
It was in this period « at the movement took on its characteristic 
form. .The third phase dates from the war; joint’ production 
machinery, and concern with the prospects of postwar adjust- 
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ment, have given a new im to the movement ; but even more 
important for it has been the great growth of Governmental con- 
cern both with the location of industry and with the economic 
health of separate localities. 

At first sight, this growth of the regional machinery and the 
regional consciousness of the Central Government might seem 
to destroy the case for development organisations as they grew 
up in the thirties. Then, they were effective largely in calling 
attention to lacune in central Government policy ; and some 
departments are asserted to have salved their consciences by 
merely pointing to the organisations, or attributing to them func. 
tions which they could not effectively perform. Now, the central 
Government intervenes in local and inter-local development to an 
extent which many people regard as excessive. Mr Fogarty, 
however, believes that local Development Committees should play 
am increasing part ; he argues that joint bodies consisting of local 
business, trade union, and other interests are highly desirable 
both for working out the details of development plans, emanating 
from the centre, and for canalising local opinion. on, development, 
Perhaps he is right; but certain dangers require to be guarded 
against. Since organised interests. are the ones which cause 
trouble to the administrator, there is much to be said, from his 
point of view, for letting them knock their heads together in the 
committee-room instead of converging directly upon him. It 
should also be remembered, however, that the organised mrerests 
are not the only ones, or, necessarily, even the most important; 
and much watchfulness is required to avoid giving undue weight 
even (or perhaps especially) to the views in which they agree 
with each other. The inclusion of a strong element independent 
of the organised interests—something analogous to the indepen- 
dent members of the Working Parties—would appear to be the 
minimum condition of safety. 

The recommendations of this book, however, though formally 
set Out at the end, are not its most important feature ; it is as a 
history of an instructive episode in the development of the British 
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The world agrees 2-0. 5 


Today, the traditional pastimes of this country are known 
and accepted throughout the world, ; They grow mote 
popular every year because. they're 

GOOD... .. .\. whether it’s the Royal-and Ancient game 
of golf or that other familiar pleasure which comes from 
saying... : 





PLAYER'S NAVY CUT CIGARETTES ! MEDIUM OR MILD - PLAIN OR CORK TIPPED 


LIBRARY 
BOOKS 
BY POST 


A wet afternoon. 
The postman’s figure 
appears between the 
hollyhocks and you 
wish he were bringing 
something more ex- 
citing than a bill. 
Wouldn’t it be'a joy if he were to hand you one 
of the latest novels, or a new, biography, or that 
book of ‘travel that you have just seen reviewed ! 





If you live in a remote place, why not 
join W. H. Smith & Son’s Library and 
have your books sent by post? You 
will be delighted with this service, and 
‘the “ overlap” system means that you 
need never be without reading-matter. 
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economic system that its readers will mainly appreciate it. _ Inci- 
dentally, they must not take:its title too seriously ; one point that 
emerges from its pages is that the development bodies with which 
ig danke Rave Sak geen Ee Ce Cee Deere eee 
of one of the most overworked of words) with the “ planning ” 
of anything. 


The American People 


«A Diplomatic History of the American People.” By Thomas 
A. Bailey. F. 8S. Crofts and Company. $6.00. 


THis is a book possessing two unusual attributes: genuine 
scholarship and great readability. Ir is unequalled for the student, 
and the casual reader will find his interest sustained to the end. 
Consisting of 49 chapters and totalling 900 pages, the book covers 
the entire period from “ Colonial Backgrounds ” to a final chapter 
devoted to “ Retrospect and Prospect” at the end of World War 
II. The author has not only drawn upon a vast store of pub- 
lished materials, but has had extensive access to State Depart- 
ment files and has utiliséd collections of rare papers in the Library 
of Congress and elsewhere. Extensive general and special subject 
bibliographies are provided. The work was first published in 
1940, was revised and brought up to date in the third edition 
last year and has undergone two additional printings, the eleventh 
and twelfth, in 1947. 

The recurring theme .is that Europe’s distress has been the 
United States. success. The troubles of Britain; of France, of 
Spain, at various times permitted the United States to make terri- 
torial, commercial or other gains which’ might have been un- 
attainable, or at very least more costly or slower without the 
pressure and preoccupations to which those ‘with whom the 
growing federation was contending were subjected from other 
quarters, 

The picture of American diplomacy is not an outstandingly 
pretty one. While the United States had able actors on the scene 
at umes, it too often had mediocre ones—or worse. Yet the same 
was true of the representation of other nations over the span of 
time. More basis exists for national modesty—on everyone’s part 
—than for complacency.” Yet this is not another “debunking” 
or “ mud slinging ” tome. It is history, objectively told, without 
the nationalistic embellishments and suppressions that all too 
often slant and distort the story given to the young—and the old. 

Professor Bailey concludes that nine influences have shaped 
the foreign policy of the Unitéd States: geographical position, 
room to expand, weak neighbours, 4 nation of hyphenates, a 
democracy, the power of public opinion, the primacy of domestic 
affairs, a mercantile and industrial people, and Europe’sdistresses. 
And he identifies seven specific foreign policies: isolationism, 
non-intervention and non-entanglement, the Morirée Doctrine, 
freedom of the seas, the open door, the pacific settlement of 
disputes, pan-Americanism, and opportunism. 

A few sentences from the concluding pages disclose his point 
of view—and concern. 


Few clear-headed persons will assert that isolation has not been 
given a fair trial. . Nine world wars—nine involvements. One 
hundred per cent failure, . . . The statesmen in charge of American 
foreign policy, as well as the better informed citizens, know that 
isolation is not only dead but dangerous ; that we must learn to see 
the other nation’s problems as they appear to its eyes ; that we must 
cultivate tolerance and understanding ; that —— must ‘sublimate sus- 
picion and ill-will ; that we must yield pride and prestige ; that we 
must. meet. the other fellow half-way, sometimes more than han half 





The Economic Development 


of Australia 


“The Economic Development of Australia.” By A. G. L. 
Shaw. Longmans Green and Company, Limited, London, 
1946, (Second Edition.) 191 pages with Index. 7s. 6d. 


THIS, a revised edition of a book first published in 1944, presents 
a succinct and useful account of the economic development of 
Australia, from the first settlements to the outbreak of war in 
1939. To cover so broad a canvas with so little paint is in itself 
something of an achievement, attained by avoiding controversy 
and attractive speculation. The author modestly admits that the 
book is not original research, but this may well attract those who 
seek a simple and balanced account of the peopling of a continent. 

Indeed, at times Mr Shaw is almost deceptively simple. The 
smooth flow of successive events may hypnotise the unwary into 
overlooking some of the more interesting aspects of Australian 
development—the adaptation of English economic and social 
techniques to a quite different geographical environment, adapta- 
tions which, it could be said, have given Australia its present 
individuality. Mr Shaw tells us of the more important of these— 
for example, the breeding of a Merino sheep at home in Australian 
conditions, the invention of the “ jump-stump” plough, the intro- 
duction of new wheat types, the conviction that tariff protection 
creates a high standard of living—but does little more than place 
the “ event” in its proper sequence in the story. Since full inter- 
pretation would require a much longer book, the reader is left 
to do this for himself, with no further ‘assistance from Mr Shaw 
other than provision of an adequate bibliography. 


The Organisation of Sea Power 


“It Might Happen Again.’’ By Admiral of the Fleet Lord 

Chatfield. Heinemann. 222 pages. 18s. 
Tus is the second volume of Lord Chatfield’s autobiography, 
and it covers the years that he spent.on shore at the Admiralty and 
finally ag Minister for the Co-ordination of Defence. Those 
years ashore cover most of the important periods in disarmament 
and rearmament between the wars, and the questions Lord Chat- 
field discusses’are once again topical as the nced to economise in 
money and manpower once again brings its threat of cuts in naval 
arid military expenditure. 

‘For once, a dust cover is acctrate. It attributes to Lord Chat- 
field “modesty, lucidity, precision and patience,” and those 
qualities do stand out throughout the book. But Lord Chatfield 
has the defects of his training, of his whole experience. He is a 
naval officer. He sees everything in terms of sea power. It 
would be unkind to him to say that if he were asked to write a 
book on the elephant it would inevitably be entitled “ The Influente 
of the Elephant on Naval Tactics,” but there isa suspicion that 
he possesses that kind of mental blinker. The, Franco rebellion 
in Spain was won—and therefore politically justified—when 
Franco gained command of the sea... Sanctions on. Italy at the 
time of the Abyssinian dispute were unfortunate because they 
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upset the balance of naval power in the Mediterranean. As for 
the failure to renew the Anglo-Japanese alliance . . . 

In some ways Lord Chatfield provides his own correctives, 
almost by creating a mild infection followed by a convalescence. 
In the end—an end which Lord Chatfield does not reach—the 
sea power of a nation is an expression of its national strength, not 
the begetter of its national strength. It is tue, as Lord»Chatfield 
claims, that the cost of naval and military defences are an 
insurance premium and should have the priority afforded to such. 
But it remains for the nation to decide what kind of policy it 
proposes to take out, and so to determine the nature and amount 
of the premium it will. pay. 


Monopolies and Patents 


“Monopolies and Patents'’ By Harold G. Fox. The History 
and Future of Patent Monopoly. The University of Toronto 
Press. 1947. Geoffrey Cumberlege. 35s. Net. 


Economic historians will welcome this attempt by a competent 
investigator to link up the complexities of the modern patent 
problem with the history of monopoly from first beginnings. The 
author has taken to heart the observation once made by Justice 
Oliver Wendell Holmes that “ Historic continuity with the past is 
not a duty, it is only a necessity.” He scrutinises the economic 
history of monopolies from the ancient world and the trade regula- 
tions of the guilds down to the Statute of Monopolies of 1624 ; 
this Act is usually taken, but not so by the author, as marking the 
beginning of the British patent system because it exempted new 
inventions from prosecution for monopoly. The author gives a 
fully documented picture of the actual development of commercial 
and industrial monopolies after the passing of that statute, but 
comes to the conclusion that it was not.the monopolies that were 
bad, bur only their abuses—an observation which reminds us of a 
remark recently made by Lord Nathan that it matters more what 
monopoly does than what it is. With all due gratitude for this 
devoted study in historical research, one feels tempted to say that 
necessary as historical “ genesis ” is, history and the present must 
offer something comparable ; it becomes doubtful after reading 
the second part of the book whether the main modern problems 
of patent legislation are not fundamentally different from those 
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of the seventeenth century. It would have been a gain tw his 
es ee es ee ae 
of a revolutionary 


author takes a very radical view ; he proposes that the remedy to 
all the vexing complexities of. the interpretation of invention 
should lie in a complete reversal of the present situation by 
statutory enactment clearly providing that the ethéreal, impalpable, 
unrecognisable quality of invenuon or “ subject matter” need not 
be an ingredient present. in a valid patent: In order to defend 
this proposition the author contends that the da of the patent 
system does not arise from the abuse of the public, but from the 
fact that the inventor is abused in that he is often unjustly denied 
a valid patent. He has little to say about the use which trusts 
and cartels may make and, indeed, are making of patents for 
specifically restrictive purposes. Here is a serious defect in an 
otherwise most creditable effort in research and judgment. 


Shorter Notice 


“ Financing by Credit Creation.’’ 
and Reynolds. 67 pages. 3s. 6d. 


Tus is a factually useful, theoretically thought-provoking and 
altogether welcome little study of the role of the banking system in 
budgetary policy and the pursuit of full employment. It compares 
British and American practice during the Second World War, marks 
its divergences from that followed in 1914-18, and goes on to "discuss 
the possibilities and limitations of “ cheap money policy ” in conditions 
other than those which brought it to birth, “No longer,” says Mr 
Whittaker, “can the commercial banks be regarded exclusively, or 
even primarily, as repositories of private savings and_ providers of 
working oe for business and temporary for private 
persons. eir chief function is to serve as agents of the Government 
in the expansion or contraction of the money supply.” A whole new 
corpus of banking theory and practice will have to be built up to meet 
the new situation. Mr Whittaker, however, keenly alive to its possi- 
bilities for good, is perfectly aware of its dangers ; notably, there is 
need for “ a distinction in official manipulation of interest rates between 
created credit and genuine saving,” and the war’s “ embarrassing 
legacy of liquidity” itself needs liquidating. Altogether, the author 
starts a number of useful trains of thought, 
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Will Germans Resist Dismantling ? 
(By a Correspondent) 


W HEN Germans contested the o:d level-of-industry plan they 
were not joining with Anglo-American policy in any uncom- 
promising or irreconcilable way. For the plan was, by its own 
criteria, nonsense ; to any British official in the Ruhr who could 
see the facts in front of his face, this was as plain as it was to 
the Germans. And the unfulfilled assumptions about economic 
unity and so on were always there as a loophole. — the 
revised Anglo-American plan, all this is changed. 
luxuriant absurdities of the old .plan eal been. lopped on "The 
loophole has gone. So has the excuse of four-Power responsi- 
bility ; the new me | is nee decision for the Anglo- 
American, and the. Germans. are. assuming tor once thar the 
British a Te “Americans mean. bésises 2 y 

That the Germans Should ‘oppose ‘it, that “they ‘should do their 
best to keep what, they can is. cape But the campaign 
against the level-of-industry plan (know Germans as‘ the 
Demontageliste) bears the athe of Seisiok rather than of calcula- 
tion ; and of a febrile and melancholy passion, too. “ Appeals to 
reason,” as an ifitelligent meriber of the North ee ee 
Government at Diisseldorf said before the list appeared, “ 
out of the question,” Outside Germany, where the main 
merit has been about whether the. plan is not too kind ee 
Germans, this may “not seem easy to understand. But one has 
oly to spend forty-eight hours. in the Ruhr for it to pe bos 
inéélligible. It is two and a Half'¥ears since A:lied 


Diissel and | Soiase and began the occupation ‘he Ruhr 
Most of the towns 


tho had passed a. 
a few days ago. “ie S intial ta ise ‘piped ote 


ew ee 








within a few months of the end of the war, in the more elementary 
forms of clearing-up, People patch up their dwellings as they 
can, and the unauthorised builder is busy ; but for every house 
repaired there is one in which the bomb damage of four years ago 
springs new leaks. A look at the still-prosperous villages of, 
say, the Sauerland shows at once the differerce in kind of recon- 
struction ; some of those villages were badly knocked about, but 
the peasant can build his house anew, with stout timber and good 
workmanship, If there is food in the stererooms the. inquisitive 
inspector from the Building Office can be placated. 


-Hand-to-Mouth Production 


What is true-of housing in the Ruhr j is true of industry. Fac- 
tories produce, but they produce irregularly, bedevilled by the 
cat-and-mouse tactics of those who order power cuts, getting 
materials by what shifts they can, bartering their products against 
repairs and replacements and food for their workpeople. It is all 
hopelessly hand to mouth, and the years go by without a glimmer 
of a prospect of any orderly trading activity, no hope of steady 
production secure from one month to the next against shortages, 
bottlenecks and prohibitions. The crisis symptoms now appear- 
Cet nnn CEA Steen wee ole wine Sereeiaces 
Germany, and many times intensified. 

The Eiceuniied activities of Military Government may fot 


took amount to much compared with what was planned at Potsdam, 


a ming ry) t this dismal and it is easy to 
how they excite the Germans to helpless exasperation. No 
dhe aneng. si Seaanaien ee rae ne a 
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ynder the old plan were put off while the revision was being 
worked out, and many of them will not now take place. But 
the innumerable minor removals (under BIOS and under the 
“ multilateral” scheme for advanced deliveries arranged with 
JARA) have had the same exasperating effect ; and it is arguable 
whether, by removing key machines, we have not done as much 
to dislocate production in the short run as we could have done by 
a whole series of full-scale dismantlings. In any case, the 
Germans see what we take, not what we forbear to take. 

It is hard to say whether the Anglo-American plan would have 
been better reczived if the dismantling list had been pub:ished 
simultaneously with the general level-of-industry agreement. That 
agreement was published at the end of August with (after all the 
delays) a precipitancy which maddened and humiliated the 
French. Its negative side, the dismantling list, now makes a 
separate entry so timed that it estranges the Germans no less 
bitterly. It is no use imagining that thé most skilful tactical 
handling would have reconciled the Germans to the loss of a 
further substantial slice of their industry. In any case, the damage 
is now done. At a time when the more internationally minded 
among them had begun to hope that a future might open up for 
them in a general scheme for economic revival in Western Europe 
they are confronted with no immediate reconstruction plans, but 
a programme of dismantling alone. Naturally, they will do all 
they can to stop it, The question arises, What can they do? 


Threats and Consequences 


The German Governments of the Lander can oppose, but 
there is not a great deal that they can do directly and openly to 
make their opposition effective—without employing their ultimate 
sanction of withdrawing from the work of government altogether. 
This threat was used in the food crisis of last spring. But its 
consequences for the ordinary German would be disastrous, the 
extent of its evil political consequences incalculable; what has 
been done to build up a democratic structure of government would 
be undone, perhaps irretrievably. If it is damaging to the credit 
of a political leader to be associated with unpopular Allied 
measures, it is damaging, too, to have dodged responsibility. The 
undermining of sanity will have to go a long way yet before this 
course is taken. No doubt it is in an effort to reverse the drift 
in that direction that Lord Pakenham is flying to the Ruhr this 
week-end to explain the British position to a meeting of 
representative Germans at Diisseldorf. 

So it may happen that, while the Lander Governments, the 
Ministerpresidents’ meeting, and the political parties will main- 
tain the strongest formal opposition that they can reconcile with 
staying in office, the onus of resistance will fall largely elsewhere. 
It may fall on the trade unions. A speech by Herr Malina, of 
the transport workers’ trade union in the British and American 
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zones, suggested recently that the trade unions might be willing, 
to take on the job of “ protecting the interests of the : 
Herr Adolf Kummernuss, the chairman of the Hamburg Trades 
Council, told the British authorities at Hamburg that it was no 
part of the trades unions’ job to egg the workers on to co-operate 
in the destruction of factories important to peaceful production. 
After a rebuke from General Clay, Kummernuss added that people 
like himself, who had sat for years in Nazi concentration camps, 
would still be prepared to resist “ with the means at our disposal ” 
orders which they held to be wrong. 


Watch on the Militants 


There has already been in existence for some months the 
Altena resolution of the metal workers’ trade union assuring 
workers who refused to work at dismantling of such support as 
the union could give them. ‘The British Zone Trade Union 
Federation, in its conference at Bad Pyrmont, will have debated 
the matter this week. It is not anxious to embark on a resistance 
movement, but has to watch its own “ militants,” who show them- 
selves perfectly willing to take on the leadership of a movement 
against dismantling, complaisant as their fellow Communists are 
about dismantling in the Eastern Zone. They may succeed in 
embarrassing the bi-zonal enterprise, and they cannot do them- 
selves any harm. So one can say that the democratic trade union 
leaderships are certain to declare themselves in strong terms 
against dismantling ; they will do nothing to persuade unwilling 
workers to the work; and they may be obliged to go in for 
obstruction. If the last were to happen, the obvious method 
would be to make the supply of labour for dismantling jobs even 
thinner and more elusive than it is now. 


There is a great deal, short of physical opposition, that can 
and will be done (it has, indeed, to a certain extent, been done 
already) to make dismantling slow and unprofitable. The efficient 
performance of any industrial task in a run-down economy is 4 
matter of priorities. Labour used in pulling down a “surplus” 
steelworks could be used instead to repair one that is not surplus. 
Cranes are genuinely needed to build bridges, excavators are in 
fact wanted for the clearing of bombed towns. The German 
railway administration, resisting a claim for wagons to carry away 
dismantled plant, can say with truth that the wagons are wanted 
to carry coal or food ; it can be reasonably sure of the under- 
standing and, to a certain extent, the support, of the sponsoring 
branch of the Control Commission. It is really impossible to tell 
what is obstruction and what merely a reasonable reluctance to 
waste valuable plant and scarce labour on an unproductive task. 

As General Clay has hinted in his sledgehammer way, the 
occupying authorities have in their hands powerful weapons of 
retaliation against any open disobedience. They can always with- 
hold food and the supplies. But whe will benefit if they do? 


Neighbours of Russia 


(By a Correspondent) 


ape announcement a fortnight ago that a Communist inter- 
national information bureau had started business in Belgrade 
provoked all kinds of interpretations. Some were influenced 
chiefly by the violence of its language, others by the form and 
name of the new organisation. Among the latter was one which 
saw in this public challenge a retort to the work of the Zurich 
conference of European Socialists held in June. The delegates’ 
activities were violently attacked by Moscow at the time, and the 

British in particular were accused of giving them provocative 
leadership. The role that the Labour Party in fact played was 
discussed in a leading article of The Economist of October 11th. 
It is now worth examining what in fact might be made of the 
European Socialists as an international force, what solidarity they 
already show. 

_ To do this it is first of all necessary to understand their diver- 
sity. At the moment, they can be considered as falling into four 
woh. inavian, East European, West European, and 

erman. 


Of these the Scandinavian is by far the most hom ous 
group. The Socialist parties of Denmark, Norway, S and 


Finland have similar racial characteristics, political traditions! 
and methods ; in world politics they have the same problem of, 
proximity to Russia. In Norway and Sweden the parties have 
a clear majority over all others, including the Communists, In 
Denmark, though the largest single party, the Social Democrats 
are temporarily in opposition; but they may return to power. 
this month. In Finland the Social Democrats have about a quarter 
of the parliamentary seats ; but they share office in a coalition 
government with bourgeois parties and the Communist-controlled 
Democratic Union, which is only slightly weaker than themselves. 
Temperament and experience of power make Scandinavian 
Socialists empirical and reformist, primarily interested in im-, 
proving working conditions and economic efficiency rather than 
in petrified Marxist dogma. 

Except in Finland the Communist parties are a nuisance, or a 
spur to efficiency, rather than dangerous rivals. Norway is the 
only country in the world where the Socialists have obtained the 
tactical advantage of pressing fusion on the Communists and see- 
ing them reject it. There is already considerable consultation 
between the national party executives; in fact Scandinavia 





pies» de ote flexible co-operation that is possible 
ween Socialist parties which have each other’s confidence and 
respect, as well as common interests. 


Doubts About America 


But this very recognition of their common interests limits con- 
siderably the freedom of each national party to co-operate with 
outside groups. For example, the principle of neutrality always 
pursued by the powerful and experienced Swedish Socialists is 
now generally accepted by all. Much of Sweden’s foreign trade is 
with eastern Europe and the Soviet Union; clumsy American 
diplomacy has made the Scandinavian states look as if they are 
leaning further towards Russia than any other free European 
government. This result is not due purely to their geographical 
position ; in many quarters there is a genuine mistrust of the 
stability of America’s economy and foreign policy, which was 
reflected in Scandinavian hesitation over the Marshall offer. A 
further factor is the desire of all parties to preserve Finnish in- 
dependence and to help the Finnish Social Democrats—aims 
constantly jeopardised by the obstinate integrity of the Finnish 
Socialists themselves, whose criticism of Communism has shown 
a bitter contempt rivalled in only a few European countries, 
Now that direct Russian influence has been withdrawn, the situa- 
tion in Finland is being watched with exhausted anxiety through- 
out Scandinavia. 


All these parties have with the British Labour Party a close 
sympathy which has only occasionally been strained. The 
Norwegians were greatly embarrassed by the British policy 
towards Franco Spain, largely owing to their own failure to 
explain the issues. But, within the limits suggested, the Scan- 
dinavian Socialist parties will understand and actively support 
any British policy which aims at decreasing tension between the 
Big Three, or at establishing an independent area outside the 
main Russo-American conflict. 


It is noteworthy that the Cominform includes none of the 
Scandinavian Communist parties, while its declaration of policy 
omits all reference to the Scandinavian Socialist parties, though 
their leaders are generally more Right-wing and anti-Communist 
than most of the individuals singled out for attack. 


Policies of Appeasement 


In Eastern Europe other than Czechoslovakia, the Socialist 
parties are important only in Poland, Hungary and Rumania. 
In all these countries they faced the same problems in 1945: 
The Yalta and Potsdam decisions cut them off from effective 
help from the West so that the provisions for free elections 
became a provocative hypocrisy. The Soviet Union could estab- 
lish a single-party Communist dictatorship in any country where 
that might guarantee more effective co-operation than could a 
government with some genuine popular support; the Russians 
were not prepared to trust a freely elected and freely functioning 
government to carry out their minimum requirements. Any 
party which remained in opposition to the new government blocs 
was doomed to political futility, if not violent destruction, The 
choice for the Socialists was either to accept the principles. of 

“eastern democracy ” and to fight for the largest share of power 
inside the government bloc, or to join an opposition led by the 
traditional enemies of Socialism, and to plan for a third world 
war in which the defeat of the Soviet Union would make a 
counter-revolution possible. Inevitably, the Socialists chose the 
former course, though all of them split in the process. 


Inside the Government blocs the Socialists have struggled hard 
to preserve the conditions for democratic development and to 
maintain their own influence. Their disadvantages are obvious. 
A policy of appeasement, however realistic, does not strengthen 
character or produce dynamic leaders ; continued compromise 
makes the rank and file restive. But the Communists have always 
the ultimate sanction of Soviet support behind them, Even in 
Poland, where the appeasement policy, skilfully operated by 
strong i like _ Cyrankiewicz has achieved _ its 
_ greatest success, a severe increase in Communist pressure 

has never failed to 5 some Socialist _conces- 


trading organisation to compete with the Socialist co-operatives 
and the Communist capture of the port administration i in Gdynia 
are recent ¢xamples. 


In iw too many of the Socialist leaders are doctrinaire 
fclectual out of touch wit tbe man sources of party stengh 
in the factories ; they grossly miscalculated their ability to 
guarantee free elections, ‘though the very flagrancy ot teenie 





THE ECONOMIST, October 25, 1947. 


electoral abuses may be turned to their credit. Jn: Rumeoie. she, 
Socialists share the general odium. caused by the desperate 
economic situation; there the Communists Ac SDEOR ON 
and have less to Jose by establishing single-party rule. 

In these countries there is only ane issue on which the Socialist 
can afford to risk a breach with the that is the 
maintenance of their party’s structural independence. Both in 
Hungary and Poland recent Communist attempts to obtain q 
fusion of the two workers’ parties have been firmly—even violently 
—rejected. In Rumania, however, the Socialist Party Congress 
a few weeks ago set up a joint committee with the Communists to 
organ'se fusion. In fellow-travellers have been expelled 
from the Socialist Party. But it must be understood that this 
Socialist collaboration with the Communists is not simpiy the 
result of Soviet pressure. On the contrary, it might be much 
closer, because more necessary, if Soviet pressure were removed, 
The long-term aim ofthe Socialist leaders is not to escape from 
Russian influence, but :o prove to the Russians that they are a 
more reliable ally than the Communists because they command 
wider popular support. How long this pro-Russian attitude will 
survive Communist double-dealing is an open question. 


The other threat to Socialist survival in Eastern Europe is 
Russian economic policy. If Russia decides to draw all Hun- 
garian, Polish and Czech surpluses into the Soviet sphere, the 
consequent fall in the standard of life will make a social. 
democratic policy impossible. The East European Socialists 
have already heid two conferences among themselves to discuss 
an integrated economic policy ; but these failed to produce major 
results, largely because the countries with mineral or industrial 
wealth cannot afford to put these resources in the first place at 
the disposal of their poorer neighbours. 

The Socialists are thus not only the main agents of democratic 
pressure in these countries, but also the strongest supporters of 
contact with the West. But conditions already accepted make it 
impossible that they should ever support anti-Soviet policics—a 
point Americans often overlook or ignore. Most of these limita- 
tions also apply to the Social Democratic Party in Czechoslovakia, 
though there is no direct Russian interference here and political 
battles are fought under democratic rules. The Czech Party is 
now in an awkward position ; the bad reception given to the 
ambiguous pact of unity with the Communists which was 
clumsily announced last month has shown that the party cannot 
hope to grow unless it sharply distinguishes itself from the Com- 
munists ; such a policy, however, may complicate its relations 
with the Polish and Hungarian Parties. 

(To be concluded.) 


Right and Left in Ceylon 


[FROM A SPECIAL CORRESPONDENT] 


“ ComPARED with India, Ceylon.is.a comfortable never-never land. 
The political affairs of the whole island would fit easily into the 
business of the municipal council of a big Indian city.” That 
was the perspective given to me by a promjnent Indian resident 
when I arrived ‘in Colombo during the first Ceylonese general 
elections in 11 years. After the stresses of Indian politics, Ceylon 
certainly seemed an island of peace, comparatively well provided 
with such necessities of life as food and cloth, and free from the 
looming menace of internal civil war and the questionable activities 
of neighbours over the border. 


For anyone from India, the way in which Ceylon’s ilidiciamn 
perce with fire without disaster was little short of staggering. 

or example, the most inflammatory of all Asia’s political s-ogans, 
“ Religion in Danger,” was 
where the electorate includes 
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‘porter of the new Soulbury Constitution, induced the three leading 
right-wing parties, plus a miscellaneous collection of smaJl groups 
to amalgamate into the United National Party. 


Its main constituents are the Sinhala Maha Sabha, the Ceylon 
Muslim League (the leading Buddhist and Muslim: communal 
organisations) and the Ceylon National Congress (a fairly moder- 
ate reformist group of Singhalese, and not to be confused with 
Indian organisations bearing rather similar names), Some Jaffna 
Tamils, including Ceylon’s biggest business men, also joined the 
UNP, which expected to dominate the new Parliament just as 
its constituents had dominated the old State Council. 


Party of Land and Cash 


The UNP thus represented the concentrated power of family, 
land and cash, depending more on personalities than on its 
nebulous political programme. The fact that it failed to gain a 
downright victory is probably as much due to its own weaknesses 
as to the appeal of the opposition’s programme. Any other view 
involves assuming that the average citizen of Ceylon is a Socialist, 
far gone towards Communism, which is emphatically not the case. 
The phenomenon of large numbers of votes being cast for Marx- 
inspired candidates is, I believe, mainly to be explained by the 
fact that large sections of the public were tired of polit'cians 
who had held office for 11 years. 


At the top of the opposition is the Lanka Samasamaj 
(Trotskyist), which controis many of the workers’ and peasants’ 
trade unions. 
Students of radicalism will appreciate the difference between this 
party and the Trotskyist Samasamaj as a problem of doctrinaire 
theory which also prevents union with the Ceylon Communist 


boundaries 
- Roilwoys 


Party, the third big group of the Left. This Communist Party 
is allied to the Indian Communist Party, and is led by Peiter 
Keunamen, former Cambridge Union President and a Burgher 
(mixed Dutch and Singhalese blood). 


Since the UNP supported the new constitution it was inevitable 
that the opposition should make the demand for independence 
their chief plank. This brought them the support of the Indian 
parties in Ceylon: the Ceylon Indian Congress and the Tamil 
Congress. These parties take their cue from India, and found 
themselves in somewhat of a quandary when the parties at home 
agreed to Dominion siatus for India. However, by going along 
with the Left, they hope to induce among the more progressive 
elements a better attitude to Indians in Ceylon. 


Apart from the demand for independence—never taken very 
seriously in Ceylon—the main criticisms of the UNP centred on 
the acceptance of the reformed constitution by the old State 
Council (led by Mr Senanayake) without consulting the electorate. 
‘Since it is generally assumed in Ceylon that “fully responsible 
status” is Dominion status in all but name, Mr Senanayake 
br om probably have had little difficulty in steering it past the 

‘orate. 


Role in Imperial Defence 


It was freely rumoured in Colombo that a Bill to conf 
Do status on Ceylon ‘vould be introduced at Westminster 
before the mew year. However that may be, the question of 
reserved powers will remain a thorny one—in theory if not in 
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practice. According to the new arrangement, the Governor 
reserves powers over defence, external affairs, trade, transport, and 
commun'cations affecting any part of the Empire. Mr Senanayake 
agreed to the retention of Trincomalee as a British nava] base, 
thus making Ceylon an integral part of the imperial defence 
scheme and, say his critics, mortgaging the independence of the 
island in perpetuity, . 

From the practical point of view, the average Singhalese is not 
sorry to be staying in the British Commonwealth, so long ag the 
changes do not mean merely glorified colonial status. In no 
circumstances, either in trade or in war, can Ceylon stand 
itself. Indian politicians sometimes indulge in daydreams of 
Ceylon entering the Indian Union, and there is no doubt that 
Indian cuture and political aspirations exercise considerable 
influence. But there are no signs at present that India would 
be able to defend Ceylon, keep it supplied with food, or 
the West as a market for its products. Thus, while Ceylon’s 
relations with India are carefully cultivated, they lack the practical 
advantages which Britain, or even Australia, can offer. 


In the circumstances it may seem strange that extreme left 
parties should flourish, especially in the shadow of the Colonial 
Office. The following figures show the state of the parties in,the 
new Parliament: UNP 42, Left 18, Tamil Congress 7, Ceylon 
Indian Congress 6, Independents 21 and Labour 1. 

If the Left and Indian parties are taken to represent the 
workers’ vote (there is universal adult franchise) it would seem 
that the under-dog in Ceylon is well represented—on paper. But 
it is necessary to emphasise the theoretical nature of such esti- 
mates, because in the East the practices of a party are not neces- 
sarily indicated by the label. Democratic technique can undergo 
a curious inversion, Instead of the party regarding itself as repre- 
senting the people who voted for it, it is usually much too ready 
to consider itself as having a mission to lead all the people. Since 
the leader himself decides how the people should be led, the 
chances of an authoritarian outlook are not insignificant. It 
would thus be possible for the Left parties to carry on con- 
siderable agitation for independence—even to call strikes— 
although it may be fairly obvious that their alleged supporters 
have no interest in the question, or are open-y in favour of remain- 
ing inside the Empire. 

Apart from the Communist Party, it is also difficult to decide 
how far to the Left such parties as the Samasamaj and the Bolshe- 
vist-Leninist Party are prepared to stand. Most of their leader- 
ship is in the hands of intellectuals who have never known want. 
In a country where the standard of living was high they would 
look ridiculous ;. but in Asia, where there is very real want, their 
ideologies fit more neatly into the picture. 


End of the Palmy Days 


Ceylon is a particularly good laboratory because the line between 
the “ Haves” and “ Have nots” is fairly distinct. There is very 
little industry and therefore only a very small landless middle 
class. The island’s wealth depends mainly on estates raising tea, 
rubber and coconuts and on mines. In all these undertakings 
the line between master and man is clear. Many of these estates 
were formed by the British. Some are still held by British com- 
panies, but to a great extent ownership is now in Ceylonese hands, 
Furthermore, the British resident in Ceylon wields very little 
influence today. He is usually a manager or assistant for some- 
one else. The palmy days of the “planters” are over, though 
British ideas of prestige prevent any real mingling between British 
and Singhalese. 

It has to be realised now that, although Cey‘on is still nominally 
a British colony, the domestic future of the island is very much 
in the hands of its people’s leaders. Mr Senanayake and his 
new Cabinet face a future by no means easy. Labour troubles 
have already been widespread and are liable to continue, especially 
as Ceylon has to settle down after an unprecedented war boom. 

The SEAC high command was concentrated in the island, and 
brought prosperity undreamed of in prewar days. The war boom 
touched everyone, down to the man who does the mango plant 
trick. But the return of Malaya to the rubber market, and the 
possibility that the Netherlands Indies will once again be tea 
producers, mean that even the estates will no longer have :hings 
their own. way. 

Ceylon has begun to realise that a depression is possible. 
Whether the United National Party can hold together under the 
strain remains to be seen. If it succeeds, the Government of 
Ceylon will for some time to come lean towards the Right; if 
it fails, the island may well follow India along the road of 
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Autumn. Timetable 


(From Our’ US 


HE anticipated timetable of the Marshall Plan is now 
reasonably clear. The Herter Committee is back, and 
expects to have a report ready by the first of next month. The 
Harriman Committee’s report will be released about the same 
time. Early November, therefore, will see at hand the state- 
ment of the Sixteen’ on what is needed, an analysis of availa- 
bility and a programme for making goods available from the 
groups appointed by President Truman in midsummer, and 
findings on need with a proposal for meeting that need by the 
Special Committee of the House which visited Britain and the 
Continent during August and September. These are the 
preliminaries to official action. 

Will there be a special session of Congress to act ? Such a 
session has been demanded by a number of Congressmen, by 
round robins of college professors, by various private citizens. 
Will Mr Truman call it? The President’s acquiescence in 
the departure of Congress in midsummer, and the doubts he 
then expressed of any necessity of reconvening it before January, 
have been criticised : misunderstanding of his technique has 
been particularly noticeable abroad. 

If Congress had been kept sitting in the discomfort of the 
hottest summer of recent record, little would have been pro- 
duced but disgruntlement. Even the prospect of an early 
return, announced at that time, would have concentrated 
antagonism on its cause. At that time, Congressmen wanted to 
go home. They had been home very little during the war years. 
They wanted to mend fences. They wanted to see the folks. 

By now, they have seen them. They have seen all the 
fathers—and all the mothers—of all the boys who want their 
one available appointment to Annapolis or West Point. They 
have been called on by the real estate board about that little 
matter of the new armoury. The Chamber of Commerce has 
taken up the trouble caused by silting in the river. The Farm 
Bureau has presented its views on the agricultural legislation 
due next year. Homeis not what it was, seen from Washing- 
ton. It might be quite a relief to get away. And quite a few 
constituents are beginning to think that Congress ought to get 
to work on overseas relief before midwinter. 

In addition to the political asset of this change of mood, 
which puts the Administration constantly nearer to the in- 
valuable position of being pushed by the country, the mechanics 
of Congressional action have been taken into consideration. 
Normally, Congress as a whole has little to do during the first 
month of a session. During that interval, Bills are before the 
appropriate Committees ; hearings on them are being held. 
Only after a Bill has been reported out, and given a nod by the 
Rules Committee can Congress as a whole come into action. 

Under the timetable now proposed, the Foreign Affairs and 
Foreign Relations Committees of the Senate and House will 
be called into session early in November, to receive the materials 
previously mentioned, to hear testimony from the State Depart- 
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ment and other sources, and perhaps to frame a draft Bill, If 
this can be done in November, the time will have come for 
Congress to act. 

Whether to call a special session in December, or. wait till 
January with the understanding that the Marshall Pian. will 
be made immediate business, will probably be decided on the 
condition of the supply pipeline at that time. The air is ioud 
with the scraping of barrel-bottoms. If enough funds, such as 
those found in the last few-weeks for France and Italy, can be 
dredged up to keep the pipeline full, there is.a.very consider- 
able political advantage in avoiding a request for stop-gap 
appropriations just before the Marshall credits are considered. 
The chances of the plan as a whole are clearly far greater.if the 
relief and reconstruction aspects can be combined, 

If. the pipeline can be financed through the. crucial. weeks 
in December, it might be entirely possible for action taken early 
in January to provide immediate credits for the Marshall Plan 
from then until the coming harvest, with consideration. of later 
aspects. following by.March or. April... (The fact. that very 
specific figures can be given for food needs for the balance of 
the fiscal year, whereas later estimates are subject to wide 
variations with next year’s yields, would help if Congressional 
sledding turns out to be tough.) 


* 


The quantities of aid to be delivered under this timetable 
are not the only items on which decisions will have to be 
reached. There is the matter of auspices. It seems unlikely 
at present that the sum proposed by the Sixteen, or anything 
like it, will come before Congress for appropriation as a whole. 
Some of the need may be handled through the International 
Bank, some through the Export-Import Bank, which has its 
own, financing, some pethaps through other agencies. But for 
whatever credits are directly given, an administrative agency is 
required, Three. possibilities suggest themselves: administra- 
tion by an existing department ; by an agency set up for the 
special purpose and attached to the Executive Offices of the 
President ; by a Government Corporation on the model of the 
Reconstruction Finance Corporation. The first two named 
suffer from certain disadvantages: several departments—State, 
Treasury and Commerce, to name three—might present rival 
claims under the first arrangement, and an administrative 
agency, unlike a Government corporation, would have to be 
financed on a possibly awkward fiscal year accounting basis. 

Another matter concerns the elimination of the dollar from 
the transaction. The case for relief in kind is very strong. 
But since the belief is equally general that a gift sits well neither 
from the viewpoint of the giver nor the receiver, what form of 
return, other than dollars, can be worked out? Section 6 of 
the Act providing Post-Unrra Relief is being examined thought- 
fully by those in search of a Congressional precedent. An 
adaptation of its provisions for payment in local currencies 
might prove useful in many ways: if the proceeds from food 
and other goods sold in the receiving countries were held by 
Governments to United States credit for a time, the dangers 
of inflation might be considerably reduced; a return to the 
United States would be provided ; this return might be used 
as a basis for reverse shipments in kind to build up United 
ee ee eae eee Or might serve’ as) an. aid 10: 
the revival of multilateralism. ; 
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Europe as a whole was invited to participate. A considerable 
measure of East-West trade in Europe was assumed by the 
Sixteen in the final writing-down of their estimates. How can 
trade such as currently exists with Poland and the West be 
encouraged ? How can activity with the other Eastern Euro- 
pean states be stimulated ? And outside Europe, how can 
the resources of countries other than the United States be 
meshed into renewed European activity? (The overseas 
revenues of Britain and France have been greatly reduced, but 
does it necessarily follow that new ventures in the less developed 
areas of the world, undertaken with new techniques, are 
unforeseeable ?) 

Such multilateralism has its problems, for one assumption 
of the Marshall Plan, at least on the American side, is an effort 
on the part of the European countries to integrate their pro- 
duction until a yield becomes possible in twentieth-century 
terms. And at any given stage, the area integrated has to have 
a definite shape. It affects, too, the European machinery 
which will serve as opposite number to whatever American 
agency is set up. The Sixteen did not dissolve their Com- 
mittee. What subsequent purposes will it serve, and what 
relation will it bear to the activities and commitments of the 
individual participating Governments? The same question 
stands for the International Bank. 

A final matter which affects the timetable is the temper of 
the discussion on both sides of the Atlantic. Progress. will 
be slowed from the American side if there is over-indulgence 
on the pleasures of an election year. It will be slowed from 
the European side if there is too much comment that can be 
classified in’ America as biting the hand about to feed—even 
though there may be some understanding of the fact that fatigue, 
cold and discouragement can make it a pleasure to bite. 


American Notes 
Demand and Resources 


Although it provides a useful correlation of available data on 
American resources, the report of the special committee estab- 
lished by President Truman and headed by Mr J. A. Krug, 
Secretary of the Interior, contains no information beyond that 
formerly dvailable in the Commerce Department, or indeed, in 
many commercial quarters, It is an essential political preliminary 
to Congressional debate on the Marshall proposals, but within its 
own terms of reference it could scarcely resolve the contradiction 
between the general claim that “ resources are physically sufficient 
to preserve national security, and the standard of living, and at the 
same time support a considerable foreign aid programme,” and 
the very obvious fact that, in terms of such vital materials as 
steel, machinery, grains, fertilisers, etc., European estimates pre- 
sume a further twist of the inflationary screw in the absence of 
special measures. The Krug report (which is summarised in our 
Records and Statistics supplement) does indicate certain steps 
which may be taken for some materials, but “ economic and fiscal 
measures” will be defined later by the Harriman Committee, 
whose task is to assess the character of the resources “ which may 
be safely and wisely utilised” abroad, and by the Council of 
Economic Advisers which has been called upon to “appraise the 
economic impact on the United States.” 

These demonstrations form an essential part of President 


of Europe’s need, or the full implications of the Marshall pro- 
posals. But the Admin‘stration which had at one time the reason- 
able hope that domestic demand would subside to a degree that 
promised important relief for overseas shipments, is now face to 
face with a boom thar shows very few signs of evening off at 
least before the spring of 1948. So long as it proceeds at the 
current pace, Mr Truman has the following choices in of 
_ policy. He can, first, take no special measures, and let the price 


situation get entirely out of hand. He can put back priorities 


and allocations on key materials, or plump for 
of physical controls. Hecan endeavour to break 
by fiscal and monetary measures, or last of . simply 
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path. In recommending allocation measures for such 
materials as steel, it must fight intense opposition. But it has 


consumers, 

support from the Council of Economic Advisers, which 
has always held the respect of the political opposition and of the 
industrial community. But it will certainly be in no mood, in 
1948 especially, to extend priority and allocation procedure beyond 
the minimum, necessary, and that in itself—as the freight car 
shortage so plainly shows—is by no means certain to bring the 
required results. The full resumption of physical controls is a 
political impossibility now, and equally debatable from an 
economic viewpoint, while in terms of monetary policy, the 
Treasury has taken no steps even to minimise the threat of new 
credit expansion following from the revival of gold imports—g 
step that was taken quickly enough in 1937 when the inflationary 
situation was far less aggravated than it is today. The con- 
clusion would seem to be that while Congress may be willing to 
grant relat.vely substantial sums as stop-gap aid when, and only 
when, it faces undeniable indications of collapse abroad, it will 
insist upon protracted and meticulous examination of longer-term 
aid. The term of the domestic re-equipment boom, far more 
than authoritative backing from special Committees, will determine 
the limits of Marshall aid. 


* * * 


“ Symbols of Sacrifice ”’ 


The capacity of the American salesman is a national legend, 
and Mr Charles Luckman admittedly stands at the head of his 
craft. At his behest the best brains of the advertising profession 
are busy glamorising the food conservation campaign by such 
inspired legends as “Don’t start the next war in here,” to be 
pasted on the nation’s dustbins. Mr Luckman got off to an 
admirably speedy start. Some critics are wondering whether less 
haste might not have meant more speed. The programme has 
three main sections, directed at the general public, at the farmers, 
and at the grain-using industries. Farmers are being asked to 
substitute grass amd hay for grains in livestock: feeding and 
market at lighter weights ; the distilling industry (which is hyper- 
sensitive to public pressure and subject to special forms of govern- 
ment control) has agreed to stop operations for 60. days, on the 
condition that grain saved is not distilled in Europe and _ sold 
back into the American market. The brewers are being pushed 
not only into alternative grains, but towards a reduction in con- 
sumption. The bakers have agreed not to accept return of stale 
loaves, and are considering making smaller loaves. 

But for the public the test of Mr Luckman’s success is the 
institution of meatless Tuesdays and poultryless and eggless 
Thursdays (with special dispensations for the national holidays that 
perverse.y fall on a Thursday), The pitfalls in such voluntary 
rationing have shown up early; Families already rationed by high 
prices are resentful of superfluous exhortations ; compliance is 
spotty among the better-off ; and, worst of all, it has been quickly 
realised that any pangs of conscience can be painlessly appeased 
by eating chicken on Tuesday and beef on Thursday. Even Mr 
Luckman has conceded that to refrain from eating chicken may, 
in the short-run, defeat the end of grain-conservation by prolong- 
ing the life—and the feeding—of hens on the farm. 

A little more time for thought might also have reminded the 
Administration that even the great days of voluntary food con- 
servation under Mr Herbert Hoover during the last war would 
not have been possible without fair:y stringent controls over 
waste, hoarding and allocations to the food industry embodied in 
war legisiation. Some new version of these powers is sorely 
needed by the head of Levers if he is to succeed. It is also 
apparent that Mr Anderson, the Secretary of Agriculture, has not 
been convinced of the effectiveness of voluntary consumer ration- 
ing. His tactless insistence that meatless Tuesdays were “ symbo-s 
of sacrifice” rather than the substance, a reminder, “like going 
to church on Sundays.” brought a reprimand from Mr 
Truman. , But however tactless, Mr son’s insistence that 


the grain is consumed, is certainly . The. ing industry 
itself cannot save much directly for Europe, as it uses chiefly 
rye and 3 last -year it used only 42,000. of t 
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acquired, just over half the export target of 500 millions. The 
next 250 miliions will be harder to get; even at'a price which the 
Administration hopefully believes will apply rhe sharpest deterrent 
to livestock feeding. Disappearances of both wheat and corn 
are well above average already. 


* * * 
Taft and Stassen ? 


The most striking thing about the 1948 campaign, on the 
Republican side, at least, is its early liveliness. This is in sharp 
contrast with the r campaign, when at a comparable stage, 
virtually no Republican would concede, by word or act, that he 
was interested in that nomination. It may be that the memory 
of that strategy, which gave the nomination ta Governor Dewey, 
is behind last week’s strange political honeymoon between Senator 
Taft and Mr Harold Stassen, who have beén joining forces on 
one platform after another, warmly applauding each other's 
integrity and sincerity. Senator Taft was perhaps the warmest in 
declaring that, “despite our differences, we aré prepared to com- 
promise our individual views to .°. . maintain the solidarity of 
the party,” but Mr Stassen was not far behind in pointing out 
“the best progress in America has come from a blending together 
of a liberal attitude with a conservative position into a programme 
of action.” 

Mr Stassen has hastened to deny the inevitable rumour that 
there was to be a Taft-Stassen ticket. It is ironic that Mr Stassen, 
who alone has always made it perfectly clear that he was running 
for the Presidency, should with such monotonous regularity be 
cast as bridesmaid rather than bride. A month ago Mr Stassen 
denied with some heat any intention of running on a Dewey 
ticket ; not long ago Mr Henry Wallace blessed a union between 
Mr Stassen and General Eisenhower. Mr Stassen, who inherits 
the international support that once was Mr Willkie’s, would in- 
deed be a formidab‘e and attractive complement to almost any 
Republican ticket, but he: shows no sign of abandoning his own 
campaign for the Presidency. 

It is difficult to believe that at this stage Senator Taft and Mr 
Stass¢en are contemplating any permanent union. Me Stassen, 
announcing a “stepping up” in. his campaign, is about to depart 
on another political odyssey. What is quite likely, and has been 
denounced by the Dewey headquarters, is an agreement between 
Taft and Stassen to make each other their followers’ second choices 
in order to ensure that Governor Dewey is not nominated on the 
first ballot and to throw the convention into a deadlock. This 
would be a perfect case of both ends combining against the middle. 
Mr Strassen is a pace-setter in this campaign out of all proportion 
to the votes he has in his pocket, and his demands that any candi- 
date for the nomination should have a public programme, and 
that there should be no quibbling over food exports to Europe, 
showed an uncharitable bias against the Governor of New York, 
whose reticence is fast becoming a public joke. 


* * x 


Freight Car Shortage 


The freight car shortage, which at one time brought a brisk 
exchange of protests to enliven the normally smooth relationship 
between Ottawa and Washington, has for many months hampered 
industrial output, and threatened crop deliveries. Early this year, 
the Office. of Defence Transportation set a production goal of 
10,000 units monthly for domestic use, and the rai s them- 
selves put in firm orders for 90,000 over the first eight months. 

This programme has fallen very badly into arrears. In no 
recent month has output gore above 8,000 cars, and the railroads 
have done no more than to replace war-worn stock which, under 
normal conditions, would have been scrapped much earlier. In 
its Concern over such a critical shortage, the Department of Justice 
has now made the almost inevitable move of investigating the 
entire industry through the courts for alleged anti-trust law viola- 
tions. A Senate committee has taken the more practical step of 
calling penne together, but no solution seems possible, at least 
until 1948. 

The whole railroad ipment industry has suffered in earlier 
years from a dadiais Huctuations in demand. Actual installa- 
tions by the domestic railroads are shown below :— 


Expenditures on Freight 
Cars 


Period ; Number .... Cost per 
Taken Unit 
1925-29 , 90,200 byte . 
+e A duet alte Coie ame” | ME 1 
BOGS, 2.0 FSi dcidh ico te bos 1 HOES IS 28,700 3,410 


WAG... ces iveveeseretrieerrreeweves 40,400 3,950 


cars monthly, and that steel designed for these cars.‘has been side- 
tracked for locomotive manufacture, and for coalmine loading cars. 

But if these allegations are correct, they serve only to indicate 
the desperate need for steel tonnage in other, and equally essential, 


cautious in their assessment of future needs,.and if they are not 
given further rate concessions soon they may be willing to cancel 
large orders, On the other hand, they are working with the same 
number of cars as in 1940, and are handling a traffic volume fully 
eighty per cent higher. The creation of a special agency for the 
allocation of steel to freight car-builders can do no more than to 
ease the problem while demand holds at. present rates. There 
is no cause for. surprise in the fact that. the cautiously-moving 
Council of Economic Advisers. has called for powers of allocation 
and price control “in respect of a few. key materials.” 


* * * 


Synthetic Rubber Policy 


Part of the work ahead for Congress covers Jong-term policy 
on synthetic rubber output, now governed by stop-gap legislation 
which will expire on March 31st next.. On several occasions since 
V-J Day Washington has relaxed controls:over private purchasing, 
inventory policy and usage of natural rubber. But it retains con- 
trol of the synthetic plants, and decides the proportion of natural 
rubber to be used for tyres and tubes. Its grip thus covers about 
three-quarters of new rubber consumed within the United States. 

Recent months have witnessed a growing struggle between. the 
government’s service advisers and the rubber manufacturing 
industry. In the enthusiasm which followed from the “ produc- 
tion miracle” of the synthetic industry US manufacturers be- 
lieved that they had broken for all time the grip of the “ Anglo- 
Dutch Cartel” and that the fature would bring freedom from 
price hazards and release for the vast assets formerly frozen in 
inventories. But the very real success of synthetics has not 
eliminated the advantages attaching to natural rubber, more par- 
ticularly when the government insists upon a price of 18.5 cents 
for synthetic and when Malayan rubber has been available below 
15 cents. Mr Bernard Baruch, who played so large a part in 
establishing the synthetic industry still holds that a tariff against 
natural rubber is justified by “ridiculously low wages paid on 
Eastern plantations.” And the Army-Navy Munitions Board 
decided in July that long-term legislation should include pro- 
visions for the compulsory use of at least one-third of new rubber 
requirements in buna-type synthetic. This programme was held 
to promise a market for 300,000 long tons of buna-type rubber 
yearly, and the Board recommensled the stand-by maintenance 
of plant yielding at full production 600,000 tons yearly. 

Industry’s latest views have been developed by Mr P. W. 
Litchfield, chairman of Goodyear Rubber, the largest American 
manufacturer, who supports the stand-by total of 600,000 tons, 
but’ suggests that actual output should be held down to 100,000 
tons and that control should be retained only over tyres and 
tubes. He also wants a “Hemisphere programme” for natural 
rubber at 100,000 tons yearly (a move that would certainly involve 
protective support) and. reduction of the synthetic price to 15 
cents a Ib. 

After months of inactivity the American Government is again 
in the market for steck-pile rubber: The scope of the new pro- 
gramme is unknown, but trade rumours suggest that im goes 
beyond purchases for purely. defensive purposes and that stock- 
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piling now does mean. a recognition of the need for bolstering 
dollar supplies abroad. These rumours again find t 

in persistent reports that the Anglo-American tariff agreement will 
be accompanied by plans, presumably informal at this stage, for 
an increase of natural rubber purchases at the expense of synthetic. 
Such an agreement, as may be noted by Mr Litchfield’s remarks 
on price policy, will meet with intense opposition if it seems to 
threaten any marked rise in the rubber price. The Far Eastern 
plantation owners no doubt realise quite well that any return of 
earlier boom periods is not within sight. But if every other 
criticism of American postwar tuade policy be declared invalid, 
there is no excuse for her present tariff policy—a remark that will 
probably apply with almost equal force despite any concessions 
now won. The present high volume of synthetic manufacture 
is debatable enough on strategic considerations. It is wholly 
unjustified on economic grounds and in relation to her world-wide 
obligations, and puts an effective barrier against one of the few 
major imports which might otherwise secure, with reasonable 
certainty, a volume market substantially larger than in prewar days. 


* * * 
Petrillo’s Luddites 


The decision of Mr James Petrillo, of the Musicians’ Union, 
to ban after December 31st the making of recordings and tran- 
scriptions by the 225,000 members of the union was ostensibly 
based on the plea that by making recordings musicians were 
destroying their own livelihood. No doubt, if so hard-headed a 
business man ever dreams, he dreams of a world in which “ canned 
music,” amateurs, and foreign artists have all been abolished. 
But this latest gambit has its roots not im Mr Petrillo’s dreams, 
but in his pocket. 

Mr Petrillo shares with Mr Lewis the dubious distinction of 
having directly inspired anti-labour legislation. Not only was the 
Lea bill written to discourage Mr Petrillo’s practice of forcing 
radio -stations to employ more musicians than they need, but 
Mr Petrillo was in the mind of legislators when they wrote the 
"faft-Hartley bill with its new controls over union welfare funds. 
‘The musicians’ union, which this week wept crocodile tears over 
the way recordings were taking the bread out of musicians’ 
mouths, has been receiving an income of more than $1 million 
a year from the sale of recordings, in the form of royalties paid 
by the industry. 

This money has gone into a fund administered exclusively by 
the union, and has been used chiefly to subsidise symphony 
concerts, to popularise “live” music and provide employment 
for musicians. The Taft-Hartley law provides that any welfare 
funds of this kind must be jointly administered by the union and 
the employer, and the money received must be used for certain 
specific purposes, such as hospitalisation, life insurance, com- 
pensation for illness, and pensions, Benefits are aso limited to 
employees of the employers who contribute. In the case of the 
musicians’ union, the employees of the recording companies are 
only a handful, while the golden flow from record royalties is 
distributed among the whole membership. 

The companies are satisfied with the royalty arrangement, but 
have not felt able to continue it because of the possible criminal 
penalties for violation of the act. The threat that no musicians 
will contribute to recordings or transcriptions thus becomes only 
a threat to force the industry to co-operate in finding a way around 
the law. It is a strike, not a struggle for the musicians’ millenium. 
Mr Petrillo, as his similar tactics from 1942-44 showed, would 
no doubt like to be a modern Luddite, silencing the machine, but 
he realises, as the Luddites of a century or more ago did not, that 
today it is the machine that lays the golden egg. 


* * * 
Self-Discipline for Radio 


The Federal Communications Commission warned the broad- 
casting interests some time ago that if they themselves did not 
deal with the evils of excessive commercialism, Government might 
be forced to take action. The National Association of Broad- 

- casters, the trade association which includes the four major net- 
works and most of the independent stations, has now produced 
a proposed code of conduct, to take effect in February, under which 


' It is a sliding scale which is unlikely to alarm, any big advertiser. 
_ The NAB also proposes a of moral standards for the in- 
_ dustry obviously based on those Tables of Stone which’ the 
Prophet Hays brought down to Hollywood from Mount Coolidge 
years ago. And, like Mr Coolidge’s favourite preacher, the organ- 
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ised broadcasters are against Sin—they deprecate profanity, 
obscenity, insobricty, too much sex and too many crimes—unless, 
as in Hollywood, they can be cloaked under the moral that crime 
does not pay. 

The major networks pay lip service, at least, to the view that 
radio has a public service to perform. But—this code suffers from 
the same defects that the American Commission on the Freedom 
of the Press noted in the Hollywood code—“ it «sets standards of 
acceptability, not of responsibility ; and the standards set are 
minima, not goals of adequate or ideal performance.” Nor is it 
clear how any broadcasting code can be enforced. For radio does 
not enjoy anything comparable to the stranglehold on theatres 
which enabled the major film companies to bring the independents 
into line ; nor is radio subject to the State or City Boards of 
Censors that exercise control through their licensing power. The 
Communications Commission js by law prohibited from censoring 
programmes. Indeed, it is unnecessary, for even Boston has never 
blacked out a radio programme, The advertisers exercise a 
Grundyism far too rigid and immaculate for that. 

These proposals go nowhere near the heart of the problem, It 
is not only the increasing amount of time taken up by advertising 
“ plugs” that worries the intelligent listener, but the acceptance 
of the lowest common denominator in taste which commercialism 
often involves. The report comes out strongly against the 
“ dramatisation of political issues” on the air. This proposal to 
take all the life out of political broadcasts shows that it is not 
human morals but human intelligence which is in peril. The 
code-framers are obviously determined not to permit the American 
public to be assaulted again by such a battery of wit, fun and 
irreverence as some of the brightest minds of theatre and radio 
subjected them to in the interests of Mr Roosevelt in the 1944 
election. Safety comes first ; dullness must conquer all. 


Shorter Notes 


Almost every government economist unites in asserting that 
the vigour of the present industrial boom will now continue 
undiminished through the rest of 1947. The Reserve Board's 
index of industrial production (1935-39) hit a post peak of 190 
as long ago as March, and declined to 178 by mid-summer. The 
recovery since then is expected to bring the October figure back 
very nearly to the March peak. While business equipment ex- 
penditures may show some decline next year, it is not expected 


that there will be any substantial variation through November 
and December. 


* 


By an overwhelming majority vote, the American Labour 
Federation’s delegates at the annual convention last week decided 
to abolish official rank for its thirteen vice-presidents, including 
Mr John L. Lewis, head of the United Mineworkers. Mr Lewis 
retains a seat on the Council of the AFL, which now has only 
two ranking officers, William Green, president, and George 
Meany, treasurer. The AFL thus secured recognition by. the 
National Labour Relations Board for workers without local repre- 
sentation, who were formerly barred by the refusal of Mr Lewis 
to sign the anti-Communist oath under the new Labour Act. 
The convention staged several stormy scenes with Mr Lewis, 
but there is no present indication that he is prepared to make 
another break with the AFL. 


* 


_ Hollywood, according to Mr Adolphe Menjou, is a “ hot-bed 
of un-American, anti-capitalistic, anti-free enterprise activities.” 
The first days of “Hollywood on Trial” produced by the Com- 
mittee on anti-American Activities, and starring most of the big 
movie names, promises to be even more super-colossal a fantasy 
than the Hughes investigation this summer without the excuse 
of providing hot-weather relaxation for the nation. Whether or 
not this latest probe is an equally colossal flop, the all-too-likely 
consequence is an even greater timorousness on the part of the 
film city, already hypersensitive to pressure-groups of every 
description. 


ee this week revealed that Mr —_ eo 
etary to the Treasury, is not yet prepared to release re- 
maining ($400 million) balance of the loan to Britain. He denied 
t “in - ‘. ” to ik 
But, he said, action could not be taken without the consent of 
Congressional leaders. ' [ 
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THE BUSINESS WORLD 





State Banking in Australia 


HE Australian Government has lost no time in launching 

its suddenly announced scheme for full-scale nationalisa- 
tion of all commercial banking within the Commonwealth. 
The intention was disclosed by the Prime Minister, Mr Chifley, 
on August 16th; the plan itself was approved by the Austra- 
lian Labour Caucus a month later ; and the Bill was introduced 
ten days ago. Even granted the evident determination of the 
Government and its strength both in the Lower House and in 
the Senate, this speed is remarkable, for the plan has aroused 
deep political feelings throughout Australia. It has had to 
proceed amid a nation-wide clamour and in face of delaying 
attempts by the Opposition in the hope of forcing a referendum, 
which, if Gallup polls are any guide, would have had a good 
chance of success. The scheme has even had its religious 
aspects, Owing to the attitude of the important Catholic Party, 
and a number of leading Catholic churchmen have made pro- 
nouncements against it. At one time, indeed, it seemed that 
Mr Chifley’s intentions would be frustrated-by a nation-wide 
cleavage precipitated by an official declaration from the Catholic 
Church ; but Cardinal Gilroy has calmed this particular storm 
by stating that the affair is no business of the Church unless a 
moral issue is involved. 

The’ plan has thus successfully run its first gauntlet. Given 
the strength of the Government’s majority, it seems-destined 
to pass into law despite the efforts of the Opposition and the 
banks themselves, and despite the heated controversies that-are 
raging beyond the bounds of Canberra. If this happens there 
will still be a third hazard‘to be faced, for the legal experts 
are studying intensively the possibilities of a challenge on 
constitutional grounds. It is too early to discover whether 
there is real foundation for the hopes these activities are ‘rais- 
ing ; but it is already plain that the last shot in the battle will 
not have been fired if and when the Bill passes into law. 

To appreciate the Government’s objectives, it is necessary to 
look closely at the political background. Though announce- 
ments of the scheme came as a surprise, nationalisation of bank- 
ing has long been a major plank in Australia’s Labour plat- 
form. The belief in the need for control of the “ money power ” 
has.always been strongly held-in Australia, and was influencing 
the structure of Australian banking many years before the prin- 
ciple came to be accepted, in Britain and elsewhere, that ulti- 
mate responsibility for ‘financial. and monetary policy should 
rest with the Government. The exigencies of war, however, 
placed in the hands of the Commonwealth Government pre- 
cisely the kind of powers which this doctrine implied. They 
were, moreover, particularly far-reaching powers, and the 
trading banks, at the time when they helped to frame them, 
certainly did not contemplate’ that they would be continued in 
peacetime without substantial relaxation. But that is what 
happened, 

The legislation of 1945 perpetuated the system of wartime 
control of the trading banks, extended the powers of the state- 
owned Commonwealth Bank, and removed from ‘its constitu- 
tion the last vestiges of independence, Under this system. the 


Commonwealth Bank, as the instrument of the Government, 


has far-reaching powers over almost every aspect of the opera- 


tions of the commercial banks, It can prescribe. the directions 


in which and the principles on which they shall lend—provided 
that it concerns itself only with classes of advances as distinct 
from individual borrowings—and total lendings must not be 
increased without its consent. It controls rates of interest 
charged on advances and allowed on deposits, can call for infor- 
mation beyond that furnished in the statutory balance-sheets of 
the banks, and has important powers of investigation. It domi- 
nates exchange dealings and external reserves, and the trading 
banks require its consent before acquiring any Government 
security or any quoted securities. 


More important still was the perpetuation of the wartime 
“special deposit” system whereby the trading banks were 
required to lodge in cash with the Commonwealth Bank the 
equivalent of any increase in their deposits above prewar levels ; 
these cash lodgements are withdrawable only with the consent 
of the authorities and may not earn more than § per cent. This 
particular system, even without the other controls, thus gave 
the Government power to fix whatever upper limit it chose to 
the scale of operations, and indirectly to the profits, of the 
trading banks. Yet the Commonwealth Bank, which administers 
this system, was declared by statute to have a “duty . . . to 
develop and expand its general banking business,” and in so 
doing was required not to “ refuse to conduct banking business 
for any person, by reason only of the fact that . . . that would 
have the effect of taking business away from another bank.” 

A more far-reaching and comprehensive-array of controls of 
banking, while still leaving it in private ownership, could 
scarcely have been devised. It is certainly the most drastic 
arrangement ever operated in a democratic country, and is more 
than adequate to arm even the most doctrinaire Labour econo 
mist with all the powers he could desire.. For. these reasons, it 
was generally assumed that the original intentions of the Austra- 
lian Labour movement fully to nationalise the banks would not 
be revived. It seemed even to the most sympathetic observers 
that it had in this system all the benefits which, from its. stand- 
point, it might expect to derive from nationalisation, while 
avoiding some of its more evident disadvantages. Moreover, 
the Australian Banking Commission of 1936 had pronounced 
in favour of retaining a privately owned commercial banking 
system ; and thereafter the Labour Party was believed to have 
substituted “control” for “ nationalisation” of banking in its 
programme. The Opposition contends, indeed, that this has 
been the limit of the Labour Party’s programme in every subse- 
quent election, and that, accordingly, its electoral victory last 
year gives it-no mandate to proceed further. 

That these hopes have been disappointed seems to be attri- 
butable largely to the personal views of Mr Chifley, who in 1936 
was a dissentient member of the Commission and then formally 
declared : — 

The evidence given before the Commission, and personal 
observation and experience, lead me to believe that there is no 
possibility of the objectives fof the monetary and banking system 
outlined in the Report} being reached, or of any well-ordered 
Progress being -made ~ .,. under -a system in which there 
2 eT eae have been established ig 
the purpose of making profi 

Mr’ ‘Chiey ‘has P pie pag ‘the ‘Federal Paslamentary 
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Labour Party, and is its acknowledged expert on all financial 
matters. Yet it is difficult to. see what objectives he secks, except 
the satisfaction of purely doctrinal prejudice. 

The text of his Bill is not yet available in London, but its 
main implications, apart from the intricate details. of procedure 
and compensation, are plain. Private banks will be entirely 
forbidden to carry on banking business within the Common- 
wealth except during the process of absorption by the Common- 
wealth Bank, which is to acquire the shares or assets of all 
purely Australian banks and the Australian assets of banks 
incorporated overseas which operate within the Commonwealth. 
The absorbed businesses are then to be operated by the 
Commonwealth Bank on uniform principles. It is not clear 
what safeguards are actually included in the Bill, but Mr Chifley 
has declared that the Bank will have the duty “ to provide, in 
accordance with the conditions of normal banking business, 
adequate banking facilities for any state or person requiring 
them ; to conduct business without discrimination, except as 
otherwise required in law and the practices and usages cus- 
tomary among bankers; and particularly to maintain strict 
secrecy within the law as to the affairs of its customers.” 

If these undertakings are faithfully observed in day-to-day 
operation as well as in policy, the only attribute of power which 
the new system would in principle confer would be that inherent 
in Governmental monopoly. Given the extent of control which 
already exists, it is surely impossible to make a case for such a 
power on any purely economic principles which are discernible 
in Labour philosophy. Moreover, Australian Labour had a 
traditional fear of any “ money ring,” which explains why the 
Commonwealth Bank was created to be a competing institution, 
Unless Mr Chifley’s action results simply from muddle-headed 
reasoning, this Bill, whatever safeguards it incorporates, shifts 
the issue to an entirely different plane from that upon which 
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the legislation of 1945 rested... It may be that prejudice rather 
than logic points the way to the Governmeat’s intentions ; but; 
if logic were the. guide, the conclusion . would: be inescapable 
that the real objective now is to enable the Government. to use 
the banking power to further purely. political aims... To say this 
is not to.accept»Mr Menzies’ dictum that the Government. is 
“ weaving a pattern of. distatorship,” But. the. prospect, on any 
logical hypothesis, is far from reassuring. 
* 


Mr Chifley himself has declared his action to be necessary 
because of doubts about the constitutional validity of the exist- 
ing powers. His first announcement did, indeed, follow imme- 
diately upon a successful challenge to the 1945 Act. Section 48 
provides that a bank shall not conduct any banking business for 
public bodies except with the consent of the Treasurer; and 
last August a direction by the Treasurer. to certain local authori- 
ties to transfer their banking accounts to the Commonwealth 
Bank was overthrown by the Federal Court. Mr Chifley’s 
nationalisation plan, announced three days later, was at first 
thought to reflect sudden pique at this ruling, but it now appears 
that he was simply waiting for a pretext. He claims that the 
frustration of these particular intentions—obviously, to enable 
the Commonwealth Bank to monopolise all public banking busi- 
ness—implies that other features of the 1945 legislation may be 
challenged with equal success, and he has pointed out that the 
validity even of the critical special deposits system had been 
called in question. But if this were the real explanation of the 
Government’s extraordinarily speedy response, surely the right 
course would be to close the gaps in the system of 1945, not to 
embark upon a much more drastic plan having far-reaching 
political implications. 

There is perhaps hardly room for hope that the scheme will 
be arrested, or even substantially modified, by the Legislature. 
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In the immediate future, therefore, attention may perhaps be 
best focused on the problems of framing safeguards and ensuring 
fair procedure for compensation and purchase. So far there is 
no reason to suppose that compensation—whiclr will be in cash, 
with an option to take Commonwealth Bank bonds—will not be 
adequate ; ; but the principles on which it will be determined 
in cases of compulsory purchase are still not clear, and the 
proposal of tax ~oncessions to induce voluntary agreement may 


An Improved 


INCE Sir Stafford Cripps officially admitted the existence 
S of defects in the steel distribution scheme, a committee 
has investigated its working in the commendably short time 
of a fortnight. As a result, Sir Stafford hopes to introduce a 
more efficient method of control, which within a period of 
“ some months ” should get rid of the present excess of “M” 
forms over accruing supplies of steel, without any excess of 
complication or any noticeable increase in staff. Of all the 
physical controls, the steel allocation scheme is pivotal ; if it is 
inefficient, no amount of efficiency in the other controls will 
make its defects good. And if the Wilmot proposal to ration 
steel to the engireering industry by reference to “ export per- 
formance ” is developed by the new Minister of Supply, even 
the most efficient control of itself will not guarantee success. 

The steel distribution scheme is a child of the war years, 
and. was designed to direct steel to essential war uses. 
The basic principles of the scheme have remained unchanged 
since 1940—the departments submitted their requirements, 
quarter by quarter, to the Raw Materials Committee of the 
Production Executive (later the Ministry of Production), which 
then had to reconcile them with the estimate of supplies for 
the same period prepared by the Iron and Steel Control, by 
scaling them down to the necessary extent. The Raw 
Materials Committee then made a quarterly allocation to each 
department on the basis of which “M” form authorisations 
were issued to the main contractors and, through them, to a 
multitude of sub-contractors. 

The “M” form is a legal document which authorises the 
holder to “acquire treat and consume” a given quantity of 
steel, which can be allocated in part to sub-contractors for the 
purposes given on the“ M ” form. A ship-builder, for example, 
may receive authority from the Admiralty to acquire sufficient 
steel to build a complete vessel, and will then delegate to sub- 
contractors the necessary authorisations to cover the steel needed 
for engines, winches and other components. If a contractor 
cannot find a supplier who is prepared to accept his order for 
steel in the quarter for which the authorisation was issued, a 
new “M” form, relating to a subsequent period, has, in prin- 
ciple at any rate, to be obtained. But if the supplier, having 
accepted the order, is unable to complete delivery in the speci- 
fied quarter, the “M_” form retains its validity for the subse- 
quent period. There are certain exceptions to this established 
“M” form procedure. In order to spare the departments 
from applications for trifling quantities of steel, users needing 
only a few tons of steel (less than one ton in the Case of some 
products) can acquire them without.a specific authorisation. 
Again, special arrangements had to be made for the stockholding 
merchants ; their purchases from steel producers do not require 
any departmental authorisation, but merchants can buy only 
a limited quantity of steel in any one period, and forward orders 
are also subject to control. The merchant, of course, may not 
supply. steel to a consumer without the authority of an “M” 
form, save for the exemption of small quantities. 

Such is the basis of the scheme which, in essentials, has re- 
mained unchanged since 1940. But, during the war, allocations 
represented actual requirements ; they were worked out by a 
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create a dubious precedent. These and similar matters will 


deserve careful scrutiny when the texts of the Bill and the 


opening debates are available, and they cannot be adequately 
appraised without them. On a longer view, hopes of mitigating 
the dangers which are inherent in the plan, and of preventing 
or checking abuses in practice, must rest upon the possibility 
of legal challenge, if not on the basic principles, at least on 
specific points. 


Steel Control 


systematic examination, and were brought down to match the 
available supplies. The scheme enabled each department to fix 
its own internal priorities and it was sufficiently flexible to cope 
with the fluctuating fortunes of war. The method of control has 
been described as a “ vertical” system because it was designed 
to give each department sufficient steel for its requirements in 
the period, which was then passed down to contractors and sub- 
contractors who contributed to the manufacture of the final 
product. At the outset, a number of departments received an 
allocation of steel covering their separate detailed requirements, 
including even bearings, or motor cars. Early in the war, how- 
ever, the system was sensibly modified ; the Ministry of Supply 
assumed a general responsibility for the total requirement of 
bearings ; and later of cars and other end products. Thus the 
“ vertical ” system of allocation gradually gave place to a “ hori- 
zontal” system ; and this tendency has been intensified since 
the war. The present situation is a somewhat confused mix- 
ture of the two systems: a firm making various products may 
have bulk (“horizontal”) authorisations from several depart- 
ments, and in addition may receive sub-authorisations from 
individual customers. There is no control agency to ensure 
that the total steel allocations held by such a firm are related in 
any way to its fabricating capacity as a whole. 

The continuation of the distribution scheme after the end of 
the war was inescapable owing to the extreme pressure of de- 
mand for steel for deferred replacement and capital develop- 
ment, quite apart from the regular needs of the metal-using 
industries. When the Ministry of Production was wound up, 
the Raw Materials Committee was taken over by the Cabinet 
Offices and has continued to function as the central allocating 
authority for steel and other industrial raw materials. The main 
principles of the scheme have not been affected by this minor 
change in machinery ; but with the return of peacetime con- 
ditions, there was a remarkable increase in the demand for sheets 
—for the housing programme and for industry generally—which 
demanded a separate allocation and a special “ M ” form system. 
Another modification relates to the licensing of deliveries 
for export. In the post-war transition period when British 
industry was busy with reconversion, steelmakers were 
encouraged to accept export orders, with the result that finished 
steel exports soared to an annual rate equivalent to some 
3,000,000 ingot tons by the middle of 1946. By this time, how- 
ever, the needs of the home market were greatly intensified, and 
severe limitations were imposed on the quantity of steel which 
could be exported—not, fortunately, by cancelling the relevant 
“M” forms and the orders placed under them, which would 
have damaged British goodwill overseas, but by limiting de- 
liveries against outstanding export orders under licence. 

So much for the mechanics of the distribution scheme. How 
far has it succeeded in matching the clamant demands for fin- 
ished steel with available supplies ?. The answer is shown in the 
accompanying chart, which compares total departmental 
deliveries, quarter by quarter, with the allocations made to the 
departments .concerned. 

‘The chart shows that allocations and dctiveries marched 
pretty well in step during the war, when the demands of the 
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departments, based. on their agreed programmes Soe 
were brought into reasonably close conformity with the supplies 
of finished steel, There was a marked tendency, however, for 
deliveries to fall short of allocations during 1945, owing to the 
jnevitable dislocations caused by the end of the war and the 
transition period. The main reason is that the allocations at 
this time were still based on wartime programmes which were 
cancelled as hostilities drew to a close; the ensuing period of 
adjustment and reconversion to a full peacetime basis lasted, 
as has already been suggested, until the middle of last year. 
For several reasons, supplies themselves have fluctuated—there 
was a slight downward tendency from 1941 to 1945, followed 
by a marked recovery last year, because production of finished 
steel in this country during the war years was materially 
assisted by lend-lease imports of ingots and “ semis” from 
the United States, which enabled the British industry’s finish- 
ing capacity to be fully utilised. 

Although allocations to the departments have been kept in 
reasonably close conformity with available supplies, a certain 
inflation of the “ M” form currency has occurred during the 
past eighteen months. Several causes have been at work. Some 
relaxation of the full rigours of control was necessary to facili- 
tate the change-over to peacetime conditions ; and so far this 
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relaxation has not been reversed. The resulting increase in the 
pressure of orders has been intensified by the licensing system 
for “ B.T.5,” or direct export, deliveries, for the introduction 
of this additional control has meant that a good many orders 
remain “ frozen” on the steel makers’ books. Finally, some of 
the departments themselves have found it difficult to keep the 
issue of “ M ” forms strictly within the limits of their allocations. 

Accordingly, the steel industry is at present rather over- 
loaded with orders ; it follows therefore that the machinery of 
the distribution scheme responds only sluggishly to changes in 
allocations. Hence, when it became necessary earlier this year 
to accord prior treatment for certain uses of steel the Govern- 
ment did not rely on the “ M” form alone, but introduced 
special over-riding arrangements. Six classes now enjoy first 
priotity for supplies of finished steel: electricity generating 
plant ; coal-mining machinery and equipment; plant for gas 
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gramme ; freight locomotives, coal wagons, and rails for essen- 
tial’ maintenance ; and, finally, material for atomic enezgy 
projects. These. categories. comprise the “Prime Minister’s 
list,”*and their priority is secured by the addition of a special 
suffix to the departmental symbol on the “M” form, which 
producers are required to honour. The introduction of this 
new arrangement, born out of last winter's. fuel crisis, has 
tended still further to increase the backlog of non-priority orders 
on the industry’s books. 

The growth in the industry’s order load has given rise to 
questions about the appropriateness of the present distribution 
scheme in peacetime conditions. It was, by common consent, 
admirably adapted to a wartime situation in which there was 
virtually only one buyer—the Government—for the ‘bulk of 
the end products produced. But the position today is very 
different. Now there is a multitude of buyers for the wide 
range of end products made of iron and. steel, and the tasks 
of rationing and distribution have become correspondingly more 
complex. Moreover, the intensification of the export drive 
means that the shortage of steel in the home market is bound 
to become more acute in the near future, even granted the steel 
industry’s expectation of achieving its 1948 output target of 
14,000,000 ingot tons. The continuance of some form of dis- 
tribution scheme, with its inescapable burden of clerical work 
for producer and consumer, must therefore be taken for 
granted. But some further modification of the wartime 
arrangements is likely to be necessary, if only because of the 
great stress which must now be laid upon the attainment of 
Sir Stafford Cripps’s export targets. 

Experience of the steel control scheme in peacetime shows that 
control should be exercised, and records of deliveries secured, 
on an industrial basis, and no longer on the departmental basis 
which served so well in wartime. The analysis of deliveries by 
the departmental symbols shown on the “M” forms under 
the present arrangements, gives little clue to the final destination 
of the steel, since—to quote one obvious example—the Ministry 
of Supply is itself responsible for a large group of consuming 
trades. If firms using steel were classified on an industrial 
basis—each industry being sponsored by a Government depart- 
ment—and appropriate symbols were employed, it would be 
possible to control the distribution of steel on a more logical 
basis and to ascertain more precisely in which. industries and 
for what end products the supplies were actually being used. 
The operation of the scheme would also be simplified, and a 
good deal of paper work would be eliminated, if the method 
of sub-authorisation by a principal contractor to his sub-con- 
tractors were replaced by a system of direct authorisation of 
steel to the several firms who use it. It may be that Sir Stafford 
Cripps is thinking on these lines. Even so, plenty of difficulty 
and friction will remain, and this will only be eased by the 
work of an industry which the Minister of Health, with 
characteristic gratitude, describes as having“ betrayed the 
national interest.” 


Business Notes 


Cuts in Capital Programme . 
Sir Stafford Cripps’s important statement on the nation’s 
capital programme was being made in Parliament just as this issue 
of The Economist was passing through the Press, so that con- 
sidered judgment must be deferred. But first reports suggest that, 
on paper at least, the global economies which the Government 
is planning are substantial. In the aggregate, as expected, public 
and private capital outlays are to be curtailed “at once” by 
£200 million; \a curtailment which is equivalent to a cut of some 
£300 million on the rate originally projected for 1948 and 
to a mucit reduction in the totality of projects which 
have «taken p paper—in the past two: years. Whether, 
even now, these cuts. will, —or. whether, — indeed, 


they can be implemented in orderly fashion with due regard 
for the relative priorities—remains to be seen; but at least it is 
clear that the phase of industrialists’ pipe-dreams is over. 

Rather surprisingly, Sir Stafford ap y regards the shortage 
of steel gs the principal compelling factor, pointing out that the 
new export programme will absorb 1,000,000 tons which other- 
wige would have been available for home usés, But though steel 
may be a limiting factor, it is surely clear. that the release of 
labour and other productive resources is equally important. 
Perhaps that is what Sir Stafford meant when he said that the 
economies are also designed to bring about a “ measure of 
deflation.” Necessarily, it is upon housing that a substantial part 
of the economies must fall ; but as the houses at present under 
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construction. and contract are to be completed “in the shortest 
possible time,” it is impossi to estimate what immediate 
saving in resources will result. The steel allocation to railways 
will be sufficient to permit achievement of the original 1948 pro- 
gramme, involving 600 locomotives and 48,000 wagons in addition 
to the subsidiary equipmeat. Cuts in the factory programme are 
to be on the scale required to produce a saving of 30,000 tons of 
steel per quarter, but it is not yet clear in what directions the 
brunt of this economy will be felt, Upon other aspects of the 
capital programme Sir Stafford was apparently less specific. In 
particular, the first reports made no reference to the programme 
for electricity generating capacity. If that was indeed omitted, 
it is a noteworthy and questionable omission, 


* * * 


Speculation in Gilt-edged 


The Stock Exchange this week, depite the imminence of 
important Ministerial statements on economic policy as Parliament 
reassembled, and despite the uncertainties of the coming Budget, 
has been in a mood of slightly greater optimism—or at least a 
lighter shade of pessimism. The recovery in gilt-edged has made 
further headway, while industrials in very quiet markets have 
regained a little of the ground lost in the previous Account ; the 
industrial share index of the Financial Times stands nearly 24 
points above its level of a week ago. Movements such as these, 
however, must be attributed to technical factors and the narrow- 
ness of the market rather than to any incipient change in the 
attitude of investors generally. The announcement of further 
drafts on the nation’s ultimate reserves—discussed in a subsequent 
note—the hints of further import cuts, and the evidence that many 
export markets are still contracting, are all factors which should 
have dictated caution. This week, however, they seem to have 
been regarded in the Stock Exchange as of less account than the 
fact that the Speech from the Throne contained no unexpected 
threats of action in the economic sphere. 

Paradoxically, the recovery in gilt-edged perhaps owes some- 
thing to the growing belief that the coming Budget may fall far 
short of the strenuous effort which is required. . Logically, of 
course, the tougher the Budget the more likely the gilt-edged 
market is to benefit, bur the City at present is disposed to argue 
that even Mr Dalton could scarcely combine a revival of his cheap 
money tactics with really stringent Budgetary measures. As it is, 
his Mansion House speech is still attracting speculators to the 
market, and speculative buying was reinforced this week by the 
expectation that he will return to the attack in his speech during 
the Debate on the Address. The two most speculative gilt-edged 
stocks—24 per cent Consols and the “ Dalton” 2} per cent stock 
—have this week risen by a further two points and at the moment 
of writing both stand at 89. .It needs to be emphasised that, in 
gilt-edged as in industrials, price movements at present are out 
of all proportion to the volume of business. Moreover, a signifi- 
cant pointer to the state of the market is the fact that in the dated 
stocks the recovery has been very modest. The 2} per cent Savings 
Bonds 1964-67 have risen during the week by only §—they are 
still nearly 4 points below par—and the 3 per cent Savings Bonds 
by 4. Rather unexpectedly there has been a quite notable re- 
covery in the short-dated bonds—the 13 per cent Exchequer 
Bonds are now quoted at 10o%—which should help to relieve 
some of the recent pressure on the discount houses’ portfolios, 
and thus restore some much-needed elasticity to the market. 


* * * 


The Dollar. Deficit 

The Treasury disclosed this week that, following the sale 
of £20 million of geld in New York on September 15th, announced 
on that date, a further £30 million has been sold .during the 
past month. In addition, Britain purchased .$120, milhon last 


Monday from the International Monetary Fund. This was ir. 


addition to the $60 million purchased in September.. The 
Treasury will henceforth, make monthly statements about. the 
gross sales of gold over th: previous month, There will be no 
pub-ication of gold’ shipments because they are influenced. by 
the geographical distribution of reserves and may, therefore, be 
misleading as an indication of sales. ee edible 
- "The gold sale and dollar purchase announced this week. brjn 
to $380 million the US dolars that have had tobe procuted 
by Sales ‘of gold and’ purchases from the IMF inthe two months 
have clapsed_ since the suspension of  convertibility,.om 
ugust 20th. That ‘represents. a drawing on gold, and 
dollar reserves at the rate of cose on £600 million per annum, 
which is roughly equal to the gap in the b .of payments of 
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the United Kingdom indicated: by the trade returns forthe. 
quarter of the year, The equivalent of slightly over: £100 mi 
was drawn from the US line of credit after August 20th i 


accordance with notices of withdrawals given before that d 2? 
These dollars, however, were probably required to meet the 
backwash of convertibility demands, ‘These d are not, 


therefore, reflected in the $380 iillion (£95 million) mobilised 
by sales of gold and purchases of dollars from the IMF over 
the past two months ; this figure can be related to the net 
UK demand for dollars plus the smaller amount that may have 
been payable to meet the net dollar requirements of steriing area 
countries. AB 

The gold sales will have reduced the central gold reserve 1 
under {550 milion. This reserve should be fortified by some 
£20 million before the end of the year as_a result;of the com- 
pietion of the South African gold sales contract for 1947 (allow- 
ing for the fact that part of the gold still to be sold will in 
effect be withdrawn by South African drafts on the sterling area 
dollar pool). The latest UK purchase of dollars from the IMF 
has reduced to $37 miliion the exchange Britain cam acquire from 
that source at no higher cost than the initial 3 per cent service 
charge. ‘The purchase also reduces to $152 million the exchar 
Britain can purchase from the IMF between now and next Sep- 
tember (namely, $325 million, being one quarter of the UK quota 
which is the maximum that can be used over any twelve monthy 
period, minus the $180 million already purchased, plus. the 
$7,000,000 of sterling that was bought by the Netherlands in the 
ear.ier part Of this year). At the rate at which the last-ditch 
goid and dollar reserve is being used up, the remaining resources 
would be exhausted in about a year. Fortunately, the position. is 
not so serious as this projectién of fecent dollar expenditure 
would imp!y—although Sir Stafford Cripps remarked on Thursday 
that there would be little left of the goldvreserve~by the end of 
1948 if the dollar deficit conunued at its ‘present raté of abour £475 
million per annum, Butthe-cuts in imports from the dollar area 
are only now. beginning to take effect, the renewed export drive 
is scatvelyfetlected.in the jatest trade returns, while early next 
year the gold reserve should be reinforced by the £80 million gold 
loan from South Africa. Finally, there is the prospect that Britain 
will obtain access to the final $400 million in the US line of credit. 
Discussions on this subject have been taking place since 
August 20th. The,US Treasury wishes to be he-pful. Since the 
suspension of convertibility constituted a default by Britain on 
the Anglo-American agreement, the release of these dollars with- 
out Congressional consent, or without assurance that the sus- 
pension of convertibility was in fact, as well as in. words, “a 
temporary and emergency measure,” might cause trouble for 
the US administration at rhe hands of Congressional critics. None 
the less, it would appear reasonable to assume that sooner or 
later these $400 milion will be available as emergency aid to 
Britain. 7 

* * 


In Mr Dalton’s Garden 


Hopes that the coming budget will be anything better than 
a half-hearted affair will be greatly dimmed by reflection upon the 
Government’s formal declaration of its financial policy made for 
the purpose of the Paris Report on “ Marshall” aid: There could 
be no worse augury of the chances of restoring British equilibrium 
and of achieving the production or export targets. The declaration 
is one of a series from twelve of the participating Governments, 
published at»the end of last week in the supplementary volume 
to the main report of the Conference, That report had declared 
the success of the whole European programme to be dependent 
upon restoration of internal financial stability, requiring “ establish- 
ment of equilibrium between purchasing power and available com- 
modities ”, and “ preyention, in all cases where this is necessary, 
purchasing power.” And the participating 
“themselves that, where stabilisation pro- 
grammes are required, they will:carry them out in a spirit of 
determination.” . 


These home-truths, and. this. obligation, might have been 


as laxity and inflationary. pressute - 
among the principalicauses of Britain’s»present difficulties: »¥ct 
the British Government’s declaration, instead of serting an example 
to others, wriggles ont of the ‘dilemma by'a barefaced and: hypo- 
critical pretence that, financial: policy »here has been a’ model of 
rectitude and has solved all'the problems. The problem of “too 
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Distillation 


Here is a fine_example of the glassblower’s art. 
It is a highly efficient fractionating, column, used 
to separate liquids»by distallation, »Lhe ‘principle 
of “ fractionating:” is very-simple. Suppose the 
chemist has mixture of ether and chloroform and 


wishes to. separate the two..."The mixture is placed. 


in a distillation apparatus and heated. It begins to 
boil at about<35 deg. C.—the boiling point of 
ether-—~and_consequeéntly»it is only. the .ctherythat 
distils over, forming “the ‘first “* fraction ”~ of 
distilled liquid. As heating is continued beyond 
this, the temperaturerisés anda mixed * fraction ” 
is obtained until at-61-degC. only thé chloroform 
distils over:’Fhe mixture has been “ fractionated ”’. 
When. the boiling points of mixed liquids are 
very Close together, more elaborate equipment is 
needed to ensure clear-cut fractions. Again, 
when liquids of very high boiling point ate to be 
fractionated, it. is, frequently necessary to reduce 
the pressure. For this purpose the special appara- 
tus shown above is required. Fractional distillation 
is one of the commonest operations in research, 
and is a fundamental process in many departments 
of chemical:industry—in the refining of petroleum 
and tar;..in.the: manufacture of alcohol,. solvents 
and explosives ; in the preparation, of phar- 
maceutical chemicals, dyestuffs and perfumes. To 
take Svan! example, (thé (*high®, o¢tané * spirit 
R.A.F. could not be. prepared: . 
without . meticulous....fractiona- 
tion... . The, British chemicl ae 

















In October the ,Oyetseas Branch of ‘the Midland Bank 
handles documents representing large shipments of fresh 


and dried -fruit,on, its .way to markets , throughout the 
world ; among these documents are. those representing 
substantial’ shipments of the ‘cashew nut from the 


| Mediterranean to. Minneapolis, a great cake-making 
‘centre for the United States, Thus. London forms a 
_ vital link in the chain of commercial activity extending 


across the world... Whether your business is concerned 


with precious stones, intricate pieces of machinery, fine 
' silks, raw wookGor even Cashew" nuts--the’ Bank offers 
| its services at all stages of the transactions, at all times 
_and in all parts of the world. 
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always be impossible. 


T° your personal and business affairs the commonest 
examples of going wrong are found in errors of 
omission rather than of commission. 


To negiect taking precautions, such as the making 
of a will or provision against other vicissitudes of 
fortune; can bring enteld trouble on yourself 
and others. If you are in doubt 
as to what is the right way 
to do the right thing, expert ° 
departmental services of Martins 
Bank are organised to advise 
you and take your instructions. 





MARTINS BANK 


LIVERPOOL LONDON & BRANCHES 


Trading Opportunities 
in the NEAR EAST 
Close contact, covering 45 years, with every 
phase of commerce, industry, agriculture and 
finance in the Near East, enables the Banque 
Zilkha, S.A.E. to. provide valuable banking 
service to firms proceeding with plans for 
development and expansion in Near East 

markets. 
Familiarity with local business conditions and 


customs constitute a guarantee of efficient 


and prompt attention, 


BANQUE ZILKHA, S.A,E.. 


CAIRO — ALEXANDRIA — EGYPT 


Associated Banks : 

BANQUE ZILKHA, 5S, A,’Lo 
BEYROUTH (Lebanon) — DAMASCUS (Syria) 
K. A. ZILKHA, Maison de Banque 
BAGHDAD (iraq) 


Com, Reg. Cairo No, 47926 





It is much morésimportant ‘o 
do right than not to do wrong; 
further, the one.is possible, the 
other has always been and will 


R. L. STEVENSON. 


& 
if 
un 
e 






backed by nearly a century's first-hand experience 
of Asiatic economic conditior i is, for every financial 
operation connected with TRADE, INVESTMENT AND 
TRAVEL IN THE EAST. The Bank's branch system, 
under British management directed from London, serves 

INDIA - PAKISTAN - BURMA - CEYLON 

MALAYAN UNION * STRAITS SETTLEMENTS 

BRITISH NORTH BORNEO - SARAWAK 

INDONESIA * SIAM * FRENCH INDO-CHINA 

CHINA * HONGKONG 

JAPAN - PHILIPPINE COMMONWEALTH 
Merchants and Manufacturers planning to establish, 
renew or extend business relations with the East 
are invited. to consult the Managers in London 
or Manchester. 


Head Office : 38, BISHOPSGATE, LONDON. E.C.2 


Manchester Branch - > 52, Mosley Street, Manchester, 2 
West End (London) Branch- 28, Charles. 0 Street, LONDON, 5.W.1 


New York Agency - -+- - = 68, Broadway, New York 
Associated Banking Institution in India-The Allahabad Bank Ltd. 


THE CHARTERED BANK OF 
INDIA, AUSTRALIA AND CHINA 





PRACTICAL information which will help 
plans for the development of Australian 


trade can be obtained from the Information 


Department of this Bank. A network of 
over 400 Branches and Agencies at strategic 
commercial centres provides a specialised 
Banking Service based on expert knowledge 
of local conditions. 


THE NATIONAL BANK 
OF “AUSTRALASIA LIMITED 


* and at Australia Hons, Strand, London, W.C.2 
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much money chasing after too few goods,” it is said, “ has been 


dealt with ”—by retaining controls, by balancing the budget, 
National Savings and by stabilising the cost of living. Thus hee 
have achieved a Balanced Budget and arrested a runaway inflation 
_ .. the Central Budget estimates ‘show a surplus of» £270 
million... There is, in addition . . . likely to be a surplus on 
the Accounts of the National Insurance Funds and on the budgets 
of local authorities of about £100 million. . . . The National 
Savings target. . . is £366 million.” 

This is sheer misrepresentation: There is no hint here that 
the budget “surplus ” is comprised of items which at best are 
non-recurring and at worst are purely nominal internal transfers. 
Credit is taken for below-line surpluses, but there is no word 
about the huge below-line outgoings. There is no admission that 
voluntary savings are running at some two-thirds below the 
target rate, despite the repayment of Defence Bonds at maturity. 
Worse still, it is claimed that this successful budgeting “has been 
facilitated by the “cheap money policy’.’ Yet this was the 
source of huge and needless creation of purchasing power, which 
the main report of the Committee declares should be prevented. 
Finally, at the moment when expert opinion is virtually unanimous 
about the need substantially to reduce the odst-of-living subsidies, 
the Government cla:ms that the subsidy policy is a major factor in 
the alleged success of its stabilisation arrangements. It concedes, 
however, that it 13 not committed “to increasing the subsidies 
in face of a further rise in prices.” Finally, as proof of its 
success, the Government cites the movements in the official price 
indices and remarks that the weekly wage index has risen since 
June, 1945, only from 149 to 166. In short, the whole document 
is not Only almost unbelievably smug, bur also dishonest. 


2 2 & 


Renegotiations with Belgium 


The new payments agreement with Belgium initialled in 
London on September goth is already in need of renegotiation. 
The agreement of September 9th has not been formally signed 
and the discussions for the further amendments of its terms will 
begin in Brussels next week. The need for reopening the discus- 
sions is another reminder of the fallibility of balance of payments 
estimates. The renegotiated agreement of last month, it will be 
recalled, laid on Belgium the obligation to hold sterling up to a 
new ceiling of £27 million, to £12 million of which a bilateral 
exchange guarantee would attach ; the ba-ance of £15 million was 
to be held in anticipation of maturities of Belgian sterling debt 
falling due over the next few years. Since current commercial pay- 
ments between Belgium and the sterling area were in approximate 
equi_ibrium, it was assumed that the new ceiling would comfortably 
cushion the position for some months, if not years, to come and 
that no question of converting sterling held by Belgium would 
arise. Contrary to ‘these expectations, the new ceiling of 
£27 million was reached in little more than a month after the 
initialling of the new agreement, and already Belgium is in a posi- 
tion to offer sterling for conversion into gold or dollars under 
the terms of that agreement. There appear to be two main 
reasons for the accumulation of sterling by the National Bank of 
Belgium. The first is that, although Belgium is now outside the 
transferable account system, certain sterling payments are still 
being made to Belgium by European countries in the transferable 
account group in respect of transactions entered into before Sep- 
tember 9th. In the second place, the flight from sterling not 
only by Belgian nationais but by those of other countries, includ- 
ing Britain, has been causing considerable daily offerings of sterling 
to the National Bank. Some of this sterling is the return on 
sterling investments of Belgian nationals accumulated her, during 
the occupation and therefore eligible for repatriation into Belgium. 
Some of it is the more clandestine movement of funds engineered 
by residents in this country who, through visitors to Belgium, 
have found a means of leaving funds in that country, the individual 
amounts being small but in total making up substantial sums. 

Sterling payments from third countries will tend to disappear 
now that the transferable account system isin process of disintegra- 
tion. The movement .of private: Belgian capital held in sterling 
to the National Bank must also be coming to a close. The seepage 
of British refugee capital into jum) is essentially a, problem: for 
British authorities to tackle now that pleasure travel is in 
abeyance the unities for such illegal transfers of mopey 
should be considerably reduced. “The ‘main problem facing the 
negotiators in next week’s discu 
essentially i ara 





should be facing this necessity for mutual strangulation of their 
economic intercourse. The tragedy arises not because one or 
other of the parties is not prepared to “ play the game” ; it arises 
because one of the currencies m question no longer commands the 
required confidence. : ; 

. . . 


Improvement in Exports 


September has shown a welcome expansion in exports, The 
total for the month, £99 million, is the highest recorded since the 
war except for the rather abnormal July figure, which was inflated 
by the rush to complete shipments before the holidays, On a daily 
rate bas's, however, the increase over the August total is only 
slight and last month’s figure. was, in fact, a little below that for 
June. A persistent upward trend in exports is not, therefore, by 
any means yet assured, It is, of course, too early for the intensified 
export drive to have had any effect ; but, quite apart from the 
internal difficulties of switching supplies and capacity from domes- 
tic supply, there are growing signs of a narrowing of world markets. 

Exports of machinery and vehicles, the two main items, last 
month each amounted to £15.6 million ; exports of cotton goods 
took third place with £7,500,000. Some 12,600 new motor-cars 
and 129,600 bicycles—both record figures—were shipped overseas. 
The volume of exports for September has been provisionally 
estimated at 111 per cent of 1938 compared with 105 per cent for 
August and 126 per cent in July. The recovery of exports from 
the effects of last winter’s fuel crisis is shown below :— 


1946, Fourth Quarter 111 per cent of 1938 volume 
1947, First Quarter SObetpertyreyyo: iy 
Second. Quarter BR ois e tt 
Third Quarter are a ee “ 

Imports in September showed a substantial reduction, totalling 
£160.7 million compared with £174.0 million in August. This 
reduction was due to technical and seasonal factors rather than to 
the recently announced cuts, which will not be fully reflected in 
the returns for some time. Smaller supplies of Canadian wheat 
and Australian flour were received, and there was a seasonal reduc- 
tion in imports of fresh fruit and vegetables, Arrivals of linseed 
oil, wool and hides and skin were also less than in August and 
largely accounted for the decline of £8,000,000 in raw material 
imports. 

Thanks in particular to the reduced scale of imports, the month 
showed the first major decline in the visible monthly trade deficit 
since the beginning of the year. The adverse balance amounted to 
£58.3 million ; but, if the months of July and August are excepted, 
this is still the largest -for the year. The total deficit for the nine 
months is £473 million—an annual rate of over £600 million. 


» 


* * * 


No More Dollar Tobacco 


Sir Stafford Cripps confirmed last Thursday that purchases of 
American tobacco had been stopped. To many non-smokers, 
dollar expenditure on tobacco has always seemed extravagant and 
wasteful, but it will be interesting to see what effect a substan- 
tially reduced supp:y of cigarettes—if that is in prospect—will 
have upon industrial output general:y. In the first nine months 
of 1947, Britain imported 191 million Ib. of tobacco, of which 
67 per cent came from the United States and 27 per cent from 
Empire sources. This quauntity was considerably smaller than 
the 276 million Ib. imported in the same period of 1946 and 
compares with 260 million Ib. in a nine-month period of 1938. 
Britain’s annual tobacco imports have been steadily rising in 
recent years, reaching a peak of 433 million Ib. in 1946. This 
year’s figure, however, will probably be well below even the 
1938 level of 346 million Ib. Poss:bilities of immediate expansion 
in production in the Empire, to cushion the effects of cessation 
of dollar imports, are not very promising. 

Tobacco consumption has generally been at a much higher level 
during the war and actually reached its peak in 1946, when 250 
million Ib. was consumed. The effect of ‘the increased tobacco _ 


duty imposed. by the last Budget is shown in the following table : — 
RETAINED Imports, CONSUMPTION AND Stocks 
or Topacco, 1947 ' 
(Ib million) 





of month stocks. . 


ert 
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Since March there has been a continuous decline up to August. 
These figures, however, reflect the movement of tobacco from 
bond to manufacturers for use on the home market, rather 
than actual consumption. and there is possibly a time-lag of 
several months—depending on the size of stocks held by manu- 
facturers—between these movements and»actual sales. On the 
basis of the Board of Trade retail sa‘es’ statistics, the consumption 
of tobacco fell by about 40 per cent in May last, but since then 
there has been a steady expansion. In August, the last month 
for which figures are available, consumption was probably only 
25-30 per cent below the 1946 level. 

How soon the cut in tobacco imports will affect supplies comming 
on to the home martket depends on the size of stocks. Art the 
end of July the quantity of tobacco held in bond was 365 million 
Ib., or 20 months’ supply, on the basis of the post-Budger level 
of consumption. In addition, there are undoubtedly large stocks 
in the hands of manufacturers. In comparison with prewar, when 
stocks averaged 500 million Ib., the current figures are low, but 
then two years were generally allowed for the maturing of tobacco 
in bond. At the present time Britain could probably maintain 
the current consumption level for nine to twelve months entirely 
from stocks—but presumably such a situation would dictate 
further measures to check consumption, as indeed are implied in 
Sir Stafford’s warnings this past week, 


* * * 


Nationalisation for Gas 


The Bill to nationalise the gas industry, the Government 
claims, is designed to complete its plan for the co-ordination of the 
fuel and power industries. With the Coal Board failing to reach 
its targets, and the appointed day for electricity still to be named, 
there is a touch of rhetoric in the claim. But perhaps it is fair to 
say that the principle of nationalisation for gas is only a little more 
controversial than for coal. There is at any rate, in the case of 
the gas industry, the authority of an independent investigation 
undertaken two years ago by the Heyworth committee, for pres- 
cribing nationalisation. 

In particular, the case for larger units of production and distri- 
bution and a greater centralisation of control and technical manage- 
ment is widely agreed. Larger units in the industry have been 
rationalising production for many years, and the Heyworth re- 
port favoured an increased measure ot centralised control in order 
to speed that progresss. It found that the larger the group of 
undertakings, the greater was their efficiency. The minimum unit, 
in their view, should have an output of at least 1,250,000 therms a 
year. Yet in 1944, there were 762 undertakings with an output 
below that figure, and together these small gas works supplied 
only 13 per cent of total sales. If consumers of such undertakings 
could be connected by high pressure pipes to large, central units 
(except perhaps in rural areas) the industry could improve its 
sales and distribution and obtain important economies in produc- 
tion, so that the gas industry could play an efficient role in com- 
petition with electricity. 

Of the 1,047 undertakings, the Gas Light and Coke Company 
alone accounts for 12 per cent of total sales. Measured on this 
basis, Statutory companies account for 50 per cent of sales, local 
authorities for 36 per cent and statutory holding companies for 
Ir per cent, The fact that there are a few large concerns and a 
large number of small ones is reflected in the narrow concentra- 
tion of investment interest on a few companies. Of some 80 
companies whose capital is quoted on the Stock Exchange, only 
30 or so have a quoted capitalisation exceeding £500,000. It 
follows that the problem of compensation will be complicated by 
the lack of Stock Exchange prices for the great majority of the 
undertakings, not to mention the local authorities. Will gas pro- 
vide yet another different method of compensation ? 


* * * 


No Change at Grimethorpe ? 


The fact-finding committee which was set up to examine 
the miners’ objection. to working an extra stint in the Melton Field 
district near Barnsley has now completed its report. The Grime- 
thorpe branch of the National Union of Mineworkers has unani- 
mously accepted its findings. The men are apparently of the 
opinion that the facts can lead only to the conclusion that they 
should not be asked to work an increased stint. 


seems by no means that it will 
The local view is that its are a “ purely domestic. matter” 
for the Grimethorpe miners. is a fantastic view. The need 
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for the widest possible scrutiny of the findings is, «moreover, 
heightened by reports that the investigations have been made in a 
somewhat cursory fashion, and that the facts set 
evidence of conditions at only one of the coal 


But if for no other reason than that they have obtained 
day week, they have evident obligations to the indus the 
consumer. In the present context, one of these obligations is to 
work on the basis only of a full investigation of the facts, and the 


Z 
see 


second is to publish them. In no other way can a body of tech- 
nical knowledge and “ case law” be built up within the industry 
to ensure that full justice is done by and to all parties, The 
question of the adjustment—in either direction—of the size 
the stint worked each shift, to fit, in the light of all available facts 
the changed working conditions of the five-day week, is of cout 
importance to the raising of productivity in the industry. If 
should be made quite clear that the Grimethorpe issue is not just 
a “ purely domestic matter” but an issue of national importance 
which requires the publication of the fact-finding report—and of 
any subsequent reports that may be made on working conditions 
in the Grimethorpe area. 


2. 


* 7 x 


Higher Wages in Cotton ? 


The Prime Minister’s appeal to workers last August not to 
press for increases in wages except in return for higher output 
seems to have been lost in the limbo af endless exhortation. Each 
week provides a new twist to the inflationary spiral, and empha- 
sises afresh the need for the more comprehensive policy which 
the Government is now, at last, reported to be discussing. The 
latest increases in wage rates are those obtained by tobacco and 
building workers. Now there are reports that the Operative 
Weavers’ Amalgamation in the cotton industry is to press a new 
claim for higher wages, which were raised in December last yeat 
when the five-day week was introduced. 

If the weavers go ahead with their demand, the cotton industry 
as a whole is likely to be affected, for higher wages for weavers 
would be followed almost automatically by further claims from 
spinners and finishers. Since the supply of c¢yton labour shows 
so littl sign of expansion, it is unlikely that a general advance 
in cotton wages would be counterbalanced by increased produc- 
tion—unless, indeed, there is a great increase in recruitment and 
an equally great change of heart among employees about restric- 
tive practices. Although there have been some encouraging cases 
recently of increased manpower and output in the cotton industry, 
a general rise in its costs would be a most discouraging burden 
for it to shoulder at the very moment when it is faced with an 
export target of £6,350,000 per month, to be reached by the middle 

next year, 

The haze of unreality, however, is not limited to the operatives’ 
views on higher wages. When Sir Stafford Cripps announced 
the details of the cotton export target to a Lancashire audience 
towards the end of last month, he called for an immediate increase 
in production of 10 per cent to prevent drastic cuts into supplies 
destined for the home market. The same point has since been 
made by the Minister of Labour. The only hope of achieving 
any immediate expansion of output is by working overtime, and 
in the wool and hosiery industries this is being done. Why do 
both sides in tne cotton industry take so long to make up 
their minds on policies which are clear enough to everyone else, 
and particularly to Labour Ministers ? So far, there has been no 
discussion about overtime working—whether by a longer day of 
Saturday morning working—despite the urgent need for a 
decision. 

There seems, however, to be some nope that part-time working, 
which has been a marked success in spinning, may be more 


widely adopted in the weaving section. But there is an air of 
laisser aller in the industry‘s attitude, particularly marked on the 
union side, towards the implications of the export drive. A sens¢ 
of urgency is much overdue. 
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unions’ opposition has, at last been withdrawn. But the pill has 
needed a generous coating of sugar, in the form of an increase 
in time wages of 3d, an hour ; even so, while the ballot showed a 
substantial majority in favour of the scheme, the Woodworkers’ 
Union lifted their dissentient voice. 
Of course, such a scheme should have been introduced two 
ago, when it would have contributed greatly to raising the 
productivity of the industry and to speeding up the housing 
programme. It comes now at the very moment when cuts in the 
construction programme are being made. Although these cuts in 
no wise reduce the need for greater efficiency in the building 
industry, the new scheme will add greatly to costs, unless there 
is a corresponding increase in productivity, and it will tend to 
increase the reluctance of building workers to move from their 
industry to other more immediately essential work. 

One welcome feature of the agreement (which comes into force 
on November 16th) is that it provides for a “standstill” until 
February 1, 1949, and should therefore prevent any further 
pressure from the unions to improve their position during the 
next fourteen months. The scheme has been described as experi- 
mental and will be reviewed in the light of. experience. While 
the national agreement lays down that piece rates should enable 
the average worker to earn 20 per cent above his normal day 
rate, the actual details of the target and bonus rates will be left, 
inevitably in such a localised industry, to individual agreement 
between employers and workers. There will, however, be a 
central record of all local agreements and appropriate machinery 
for settling any disputes that may arise. The question of the 
cost-of-living sliding scale is to be reviewed by the industry’s 
joint council—a step which other industries where wages are 
linked to the cost of living might well follow. 


* x x 


Marshalling the Facts 


Volume two of the proceedings of the Committee of European 
Co-operation in Paris proyjdes the technical reports and statistical 
framework of the Paris rele on “ Marshall aid,” which has been 
summarised and discussed in recent issues of The Economist. . If 
the industry of the technical sub-committees commands respect, 
the work of the experts in Washington who have since been 
analysing it deserves something akin to sympathy. They cannot 
complain about lack of facts. 

The measure of Europe’s capacity for industrial recovery 
has been based primarily on food, power and steel. The 
technical reports add little to the general report on 
the food situation, for the Committee of 16 had no 
alternative but to base their proposals on imports of 
food from dollar sources until domestic production catches up 
with Europe’s requirements, as they hope, in the latter part of 
the period 1948 to 1951. But at least the technical report on food 
does not succeed in removing the impression which emerged from 
the main report that the estimates of European production are 
based on rather optimistic assumptions about the available sup- 
plies of agricultural machinery, labour and fertilisers. 

Yet supplies of food, especially for the Ruhr, are essential if 
Europe is to meet its own requirements in coal and restore the 
prewar pattern of the coal trade by 1951. These requirements 
will also call for $220 million worth of coalmining equipment 
over the same period and 86 million tons of coal from America, 
mainly required in 1948 and 1949. The estimate of 41 million 
tons for coal imports from the United States in 1948 is higher 
than actual imports are likely to be in 1947. An “ international 
programme ” for the installation of electricity generating plant has 
been drawn up which provides for erecting power houses at the 
most advantageous points for stimulating European, as opposed 
to only national, recovery. It is hoped that such a plan would 
provide sufficient electric power for Europe’s needs by 1952, 
whereas national plans would not do so until 1953. It is not clear, 
however, how Britain’s requirements and its potential for manu- 
facturing electricity generating plant is to be fitted into the scheme. 

Full use of steel capacity will be possible only if coke supplies 
can be-increased by 50 per cent and if supplies of scrap and semi- 
finished steels can be obtained from America. Increased supplies 
of coking coal may be obtained from the Ruhr, but scrap and 
semi-finished steel must come from the United States. The com- 
plex factors governing steel production have made it difficult for 
the committee to estimate the level of production in 1951, especially 
as there is a threat of a shortage of rich ores, but they have esti- 
mated a shortfall in steel production below requirements for that 


year of 3,000,000 to 4,000,000 tons. ; 
In all these estimates there are bound to be major weaknesses ; 
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they were compiled in a hurry, and fortuitous changes, such as’ 
a series of severe or mild winters, would have a vital influence on 
production prospects. 

* * 


Further Rise in Rubber 


The firm tone in the rubber market, which has been evident 
for several weeks, has now carried the average spot. price in) 
London for the week to October 21st as high as 113d. a Ib. com-} 
pared with an average of 103d. for the week ending October 7th) 
and 8tid. for the week to September 2nd. The main reason for: 
the continued rise is undoubtedly the persistent belief that the 
American policy of restricting the use of natural rubber con- 
sumption, particularly in tyres and inner tubes, will be modified— 
perhaps as a concession in the trade negotiations with Britain. 
American consumption quotas fixing the proportions of natural’ 
and synthetic rubber to be used can be modified, as they have 
been in the past, without revoking the notorious “ R.1 Instruction.” 
under which they are issued. A modification of the quota in 
favour of natural rubber would be an easy method of helping 
Britain in the present dollar shortage, but it would have to be 
substantial. If the natural rubber were allowed to compete on 
a basis of equality with synthetic, natura] rubber consumption in 
the United States might expand by as much as 40,000 tons a 
month, to nearly double the present quantity. American purchases 
of natural rubber have already increased, though the volume is 
still not large. 


>. 


*« * 


Distillers Expansion Programme 


The Distillers Company has travelled a long way since it’ 
was first established in the whisky distilling business. The com- 
pany has developed important interests in industrial alcohol, which 
is required for an ever-widening range of uses, and has in turn 
led to the development of a new, and no less important, subsidiary 
industry for the manufacture of chemical compounds. Johnny, 
Walker may still be going strong, but he would hardly recognise, 
the great extension of Distillers interests in the last decade, with 
its increasing concentration on the production of hydrocarbon 
products for industrial use. 

Potable whisky distilling has recovered to about §5 per cent 
of the prewar level of production, and the industry is hopeful: 
that a full distilling programme will be undertaken next year— 
though there will be plenty of claimants for the barley crop for 
feeding to cattle. The dollar-earning capacity of Scotch whisky, 
certainly offers grounds for an increased barley allocation if it 
can be spared, though the whisky which is distilled from next 
year’s crop will not mature until well into the fifties. On the 
industrial side, the group has made a start on its expansion pro- 
gramme which will cost £4,000,000, and will provide a large 
increase in the manufacture of plasticisers, acetic acid and synthetic 
resins ; but progress on these extensions has been held up by 
shortages of materials. 

The supply of molasses showed some increase during the past 
financial year, and the industrial alcohol distilleries were able to 
operate on a “substantial :cale.” This is an encouraging state- 
ment, for a large expansion scheme in solvents, plasticisers and 
other chemical compounds cannot be sustained without assured 
and increased supplies of industrial alcohol. Some of these com- 
pounds will doubtless continue to be derived from molasses, but 
others can be obtained more cheaply, and in combination with a 
wider range of ancillary products, from petroleum. This technical 
factor underlies the registration this week of British Petroleum 
Chemicals, which will build a new works at Grangemouth, Last 
July it was announced that an “ agreement in principle ” had been 
reached between the Distillers Company and the Anglo-Iranian Oil 
Company to establish a joint enterprise with a capital of £5,000,000 
to manufacture chemicals from oil. This is a long-term project, 
however, and for some time Distillers earnings on the industrial 
alcohol side are bound to depend more on the price and quantity 
of molasses from the West Indies—and from Java once production 
is resumed on a significant scale—than on oil prices. 

Other developments in the Distillers group include the pur- 
chase of the Government’s penicillin factory at Speke, which the 
company has operated on the Government’s behalf since its 
erection. The company’s interests are now closely identified with 
a wide range of industrial products, and future development plans 
will need finance and time before they mature. The equity in this 
programme is essentially a long-term affair, though it will be 
enhanced by the decision to reduce the denomination of the 
ordinary stock from £1 to 4s. The present 4s. units are quoted 
at 27s. 74d. to yield £3 128. 6d. per cent. 
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Ashanti-Obuasi Storm 


The attitude of the chairman of Ashanti-Obuasi Reefs at 
the annual meeting of the company on October 21st provoked 
bitter comment from the large number of shareholders present. 
It had been generally expected that the board would be at. pains 
to meet the legitimate desire of shareholders for an explanation 
of the recent inconsistencies in reports from the mine in the 
Gold Coast. But beyond intimating that they had received a 
shock when the original gold-proving assay values in B shaft 
of the mine were contradicted in a later report, the board in 
effect were content to claim that shareholders must leave the 
matter in the directors’ hands. 

It is hardly surprising that the shareholders were angry. Nor 
were they satisfied that the appointment of an outside mining 
expert by the board to make a thorough investigation was so 
satisfactory as a shareholders’ committee to co-operate with the 
board, In the end, after much noise, the shareholders got their 
way—or part of it. How their committee will go to work is un- 
certain, but the chairman has at least agreed to hear what it has to 
say and to keep contact with it. Apart from the three repre- 
sentatives of the shareholders who will constitute the main. 
members of the committee, Mr Hirst, the Director-General of 
Geological Survey, and Mr Cunliffe, the company’s broker, are 
to be co-opted as advisory members. This suggests a clear 
intention to get to the bottom of the business. In the meantime, 
dealings in the company’s shares on the London Stock Exchange 
remain suspended, and doubtless they will so continue until more 
information is forthcoming. 


* 


Shipbuilding for Export 


The volume of work in United Kingdom shipyards continues 
at a high level ; the returns published by Lloyd’s Register for the 
third quarter show an increase of almost 50,000 tons gross over 
the previous quarter, and the total-has risen to 2,112,669 tons 
gross, The most striking feature of the returns is the increase in 
the proportion of ships being built for foreign account, which now 
account for 628,000 tons gross, or 29.7 per cent of the total build- 
ing in the country, compared with $80,000 tons (28.1 per cent) at 
the end of June. By far the largest customer at the moment is 
Norway, which has 152,000 tons building, followed by Portugal 
(96,000 tons), France (90,000 tons), the Dominions (78,000 tons), 
and Argentina (47,000 tons). Sweden, Denmark and the Nether- 
lends also have about 30,000 tons each under construction in 
British yards, 

It seems that the division between ships building for export and 
for domestic purposes is likely to remain at about the present 
proportions—approximately 7o per cent for British owners and 
about 30 per cent for overseas fleets—for some time to come. An 
examination of future contracts, as recorded in the Shipping 
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World, shows that the export entage works out at 29.62 per 
cent. On this basis, the shi ing industry should have no 
difficulty in achieving its export target. Moreover, British ship. 
owners cannot complain with any justification that their interests 
a ae corti ne ws sonst of their pa pong iy under other 
s. In estimating ue of shipbuilding in export drive, 
it must not be forgotten that ships produced for British owners 
Gumeliegs phi’ 950 mn" uinalaies rable part in redressing the 
adverse balance of payments, With steel production at its present 
level, there should be no difficulty in feeding the shipbuilding 
industry with adequate supplies of plates, but the assurance of a 
steady flow of sub-assemblies and components from countless sub- 
contractors may present a more formidable problem. Meanwhi 
costs are still mounting, as the increases in transport, 
steel take effect ; the consequences of the rise in shipbui 
have not so far been reflected in any serious loss 
they are not exactly propitious for the future. 


coal 
costs 

contracts, but 

* * . 


Sugar Supplies Below Expectations 


The European sugar crop, which was expected to reach 
5+ million tons in the current season, or 400,000 tons above the 
1946-47 figure, is now estimated by Czarnikov Ltd. at only 
4.6 million tons, This represents a decline of half a million 
tons on last season’s crop and 2} million tons on that for 1937-38; 
in each case the figures exclude the Soviet Union.. The reduction 
in output, which has been mainly due to adverse weather, has 
come at a most inopportune time, as many European countries 
have had to forgo their allocations of Cuban supplies owing to 
the shortage of dollars. The Czechoslovakian output this year 
is estimated at only 400,000 tons, which is barely sufficient to 
cover domestic requirements. Normally, Czech-grown sugar is 
exported to neighbouring countries, and if this policy is to bé 
continued, hom: supplies may have to be rationed. Poland, on 
the other hand, another regular exporter, is expected to haye a 
larger exportable surplus this year, préduction being §2,000 tons 
above the 1946-47 figure. 

Cuba is experiencing considerable difficulty in disposing of its 
record sugar crop of 5.8 million tons. The International Emer- 
gency Food Council has announced that importing countries ma’ 
purchase supplies in excess of their allocations up to the pe 
of 1947. But as purchases have to be paid for in US dollars, 
customers are scarce. According to the Marshall Conference 
Report, European import requirements of sugar for 1947-48 are 
in the region of 1.7 million tons, and American aid to Europe 
may be partly in the form of sugar supplies in order to ease the 
Cuban problem. The world statistical position is, on the whole, 
favourable. Output for 1947-48 is estimated at 27.2 million tons, 
compared with 27.6 million tons in 1938-39; fuJ details are 
published in this week’s issue of the Record and Statistics 





SECURITY PRICES AND YIELDS 
A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 


reports also appear in the Supplement : 





















United Steel; Murex; Associated London Properties; Trinidad Petroleum, 
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Supplement. The difficulty lies, as with other commodities, in» 
the availability of foreign exchange: - The: British position is as- 
et unaltered, as Cuban sugar is purchased under contract, and 
Mr Strachey recently announced that dollar contracts would be 
allowed to run their term. But if imports from Cuba have to be 
restricted, the present stigar ration could ret be maintained. 


* * * 


Whaling Output and Profits 


The net profit of United Whalers, the operating company of 
the Hector Whaling group, reached £310,954, after taxation, for the 
year to July 31st, 1947, compared with the prospectus estimate 
of £173,405, also after tax, which was given when the issue of 
£500,069 preference capital was made last December, The earn- 
ings on the §s, ordinary shares of Hector Whaling, which holds 
nearly all the ordinary shares of United Whalers, increased from 
14 10 210 per cent during the year. The catch in 1946-47 amounted 
to 30,760 tons in terms of whale oil—about a third greater than 
the minimum forecast. This strikingly better result is due to an 
excellent season in 1946-47; whales were plentiful and the 
number of days’ fishing covered an extended period of four 
months compared with the normal three. 

The forthcoming season’s catch will again be restricted by 
international agreement, this time to 16,000 blue whale units, 
a figure which appears to have been nicely balanced with the 
capacity of the seventeen floating factories which will be operat- 
ing. Last season ran its full span with fifteen factories, and these 
handled some 14,000 blue whale units. Estimates for the prospec- 
tive catch are not so high as the bumper results of last season, 
though until the whaling grounds are reached any estimate of 
the catch can be only tentative. The total output of whale oil 
has again been sold forward to the Ministry of Food and the 
price has risen from £67 to £90 a ton. Last year United 
Whalers produced only a token quantity of whale meat but 
they expect to provide British housewives with up to 5,000 
tons of it from the coming catch and in addition the amount 
of meat meal is to be increased substantially from the 1,500 
tons made in 1946-47—for which farmers should be grateful. 

The Hector Whaling group represents rather less than one 
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third of the whaling capacity of this country, but its figures illus- 
trate the vastly improved status of the industry Since prewar 
days. Recent information also suggests that even if the Killing of 
whales were derestricted (to: which there are valid, objections) 
there is not the present capacity of factories to deal with a much 
gteater number than at present. The bést prewar figure 
of 600,000 tons of whale oil in a year was produced by some 
thirty-eight factories—some adnitttellly small, All available float- 
ing factory capacity is now on its way to the Antarctic, and ag it 
takes more than two years to build a vessel of che Balaema type, 
it is unlikely that fleets will-expand very greatly in the next few 
years. 


Shorter Notes 


A note entitled “ Prospectus and Performance ” which appeared 
in The Economist of October 11th inadvertently suggested that 
the Capital Issues Committee took responsibility for the financial 
soundness of new issues. The omission of the word “no” will 
not have deceived those readers who are familiar with the C.I.C.s 
disclaimer of responsibility on every prospectus which is issued. 
The function of the Committee is to exercise control over the 
character and timing of new issue business ; its consent. does not 
imply that it takes any view at all about such matters as. profits 
estimates which appear in prospectuses. 


* 


The Standard Motor Company has announced a dividend of 
25 per cent on its 5s. ordinary stock units for the year to August 
31st, 1947, against 35 per cent, including a § per cent bonus, paid 
for 1945-46. Net profit, after providing £50,000 (£70,000), for 
staff funds, is given at £198,915, a decrease of £84,584 on the 
year. 

> 


The Royal Dutch Petroleum Company has announced from 
Amsterdam that it intends to make a new public issue in the 
near future. The amount and terms have not yet been stated. 
The proceeds are likely to be used for an extension of the tanker 
fleet and industrial projects in Holland. 
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COMPANY MEETINGS 


SOUTH AFRICAN 
DISTILLERIES AND WINES, 
LIMITED 


DIVIDEND 21 PER CENT. 


The thirteenth annual ordinary general 
meeting of the South African Distilleries and 
Wines, Limited, was held, on the 20th 
instant, in London, Mr H. R. ‘Mosenthal, 
the chairman, presiding. 


The following is an extract from his state- 
ment circulated with the report and accounts 
for the year to June 30, 1947:— 


The consolidated net profits of the sub- 
sidiary companies for the year ended 
February 28, 1947, amount, before providing 
for taxation, to £768,265, South African 
currency, as compared with £869,299 last 
year, a decrease of £101,034. 


The balance of net profits amounts to 
£137,922, and this, together with a surplus 
on taxation provision of previous years 
amounting to £12,000, has enabled the direc- 
tors of this company, after providing for the 
Preference dividend, to propose the distribu- 
tion of a final dividend on the Ordinary 
stock of 15 per cent., less income tax, making 
a total of 21 per cent. for the year. 


RATIONING OF SUPPLIES 


Turning to the total net profits earned in 
South Africa, I informed you last year that 
our subsidiary companies would not be able 
to maintain their sales at the same volume 
because it had become necessary to ration 
many of the products which they market 
owing to the fact that the Wine Growers 
Association was no longer able to supply 
sufficient matured brandy to make up the 
difference between what they had available 
from their own stock reserve and a figure 
sufficient to allow them to maintain sales at 
the volume then running. The position was 
also aggravated by a drought in South Africa 
which had had a serious effect upon the total 
grape crop. These factors are now reflected 
in the sales of the operating companies for 
the year just ended. It was not, however, 
until the latter half of the year under review 
that the rationing was imposed, so that the 
sales for the first quarter of the current year 
inevitably compare unfavourably with the 
corresponding period of the year under 
review. 

Sales of gins and liqueurs are not affected, 
but wine sales cannot be increased until 
such time as the new vintage is made avail- 
able, approximately in June of next year, and 
then only on the assumption that the vintage 
will be a good one. Weather conditions so 
far have been such that a good vintage can 
be expected. 


IMPROVEMENT OF METHODS 


During the financial year under review, 
some £53,000 has been spent on improving 
methods of production, as well as increasing 
their output capacity, and since the end_of 
the financial year a further £174,000 has been 
spent with the same objects in mind. 


be sufficien oo - wal 
depots with railway sidings-in various parts 
of the county as and when permits for this 
oS granted, as well as the buildin >> 

in. Cape . Town. 
ing stocks to the value’ of approximately © 
LED O00: which process has already com- 


The ordinary general meeting of Deben- 
hams, Limited, will be held at the Wigmore 
Hall, Wigmore Street, London, W., on the 
6th prox, 

The following is an extract from the state- 
ment by the chairman, Sir Frederick Rich- 
mond, Bt., circulated with the report and 
accounts for the year to July 31, 1947. 

The balance of the profit and loss account 
for the year amounts to £1,367,560, as com- 
pared with £1,152,225. This figure includes 
in addition to the trading profit of the parent 
company, dividends from subsidiary and 
associated companies in so far as they have 
been declared, as well as rents and interest 
receivable. Deducting debenture interest, 
trustees’ fees and directors’ fees (£81,607) the 
net figure is £1,285,953, which compares with 
£1,069,699 last year, an increase of £216,254. 
After adding £344,796 brought forward and 
deducting £379,000 for preference dividends 
and £166,667 for the interim ordinary divi- 
dend paid in May, there is a balance available 
for disposal of £1,085,082 which your direc- 
tors recommend be applied as follows :— 

To reserve for taxation ............ £425,000 

"Foe fear ve FUR 62K... chen ceereaess 50,000 

To final dividend of .11d. per 

share on the ordinary shares 
(making a total of Is. 3d. for 
the year) less income-tax 252,083 

10 catrytorward .....iK5 ak 357,999 

The transfer to taxation reserve of 
£425,000 compares with £350,000 last. year. 
In the opinion of our auditors the taxation 
reserve, after allowance for tax deductions 
from prior charges, should be sufficient to 
cover the company’s liability for a year in 
advance. 


TAXATION INJUSTICE 


Shareholders are doubtless aware that 
E.P.T., which was abolished as from Decem- 
ber 31st last, has been replaced by an 
increase in profits tax to 12} per cent. on 
distributed profits. This means in effect that 
the tax on the whole of the distributed 
profits, including dividends paid to prefer- 
ence shareholders, is borne by the ordinary 
shareholder—a particularly flagrant injustice 
in the case of a highly geared company like 
ours. All I have said in the past about the 
inequity of this tax applies with greater force 
than ever today. 

In my statement last year I referred to the 
unsuccessful result of the directors’ applica- 
tion to the Capital Issues Committee to con- 
vert the ordinary shares of Is. each into 
ordinary shares of 2s. 6d. by transferring 
£750,000 from reserves and increasing the 
ordinary capital to £1,250,000. This would 
have been a purely book-keeping transac- 
tion designed to bring the nominal capitali- 
sation more into line with the actual capital 
employed, and would have involved no cash 
payment to shareholders. The Treasury ban 
on capitalisation of reserves has since been 
removed and the Capital Issues Committee 
has power to approve such transactions in 
appropriate cases, subject to the payment by 
the company of a special tax of 10 per cent. 
of the value of what is called the “ bonus 
element.” This would cost the company 
£75,000 and seems to your directors a very 
high, not to say_unjust, imposition and they 
have decided, reluctantly, to leave this matter 
in abeyance for the time being. 


anuary 3l1st, when conditions 
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DEBENHAMS LIMITED 


EXPANSION OF SALES 
SIR FREDERICK RICHMOND’S STATEMENT 


regard is paid to the highly-geared Capital 
structure of the company and the large 
amount of capital employed in the business, 
The reserves to which I have just alluded are 
the result of a long period of conservative 
finance and represent profits retained in the 
business instead of being distributed as divi- 
dends to the ordinary shareholders. 

Conditions ruling throughout the period 
under review have followed fairly closely the 
pattern of the preceding year. Like other 
distributive busimesses, we enjoyed a very 
good year so far as sales were concerned. On 
the other hand, expenses continued to rise 
steadily, and all the well-known vexatious 
restrictions and controls to which we have 
become accustomed persisted throughout the 
year, I think it should be clearly under- 
stood that the rate of gross profit has been 
lower than in the preceding year, and that it 
is entirely du¢ to the expansion in sales that 
we have been able, notwithstanding reduced 
profit margins and rising expenses, to show 
a further increase in our net profit. 


LOWER PRICE MARGINS 


In my last review I said that our West End 
businesses had begun to feel the impact of 
the lower price margins imposed during the 
year. Some of those, such as the fixing of 
ceiling prices for ready-made non-utility 
clothing, were obviously directed against the 
better-class trade. The position was wor- 
sened on February Ist this year by a 24 per 
cent. cut in the rate of gross profit on 
both utility and non-utility merchandise, 
regardless of the fact that high-class 
fashion houses are unable to work on the 
same margins as those doing a popular trade. 
Those cuts were imposed by the Board of 
Trade on the assumption that a very sub- 
stantial increase in the volume of sales could 
confidently be expected during 1947, but 
when, after the fuel crisis and extension of 
the coupon period, it was evident that these 
expectations would not be realised the cuts 
were cancelled after being in force for five 
months. 

In such circumstances it will be under- 
stood that our three principal London busi- 
nesses (Debenham and Freebody, Marshall 
and Snelgrove and Harvey Nichols and Co.) 
have been trading under exceptional difficul- 
ties, It will be obvious to everyone that the 
period of austerity through which we are 

sing presents difficult problems for those 

ses. After export s have been 
met only a very limited range of non-utility 
fabrics will be available for the better-class 
trade. You may rest assured, however, that 
we shall do everything possible within the 
limitations imposed upon us to maintain the 
high standard of quality, style and workman- 
os upon which our reputation has been 

ut. 

I am pleased to be able to report that 
Harvey Nichols and Co. (including the 
furniture section at Bournemouth) has made 
further substantial progress during the yeaf 
and is paying a dividend on the Ordinary 
shares (all of which are held by Debenhams, 
Ltd.) of 10 per cent. against 7} per cent, 


last_year. 


Turning to the associated companies in the 
provinces and suburbs, I must)remind you 
that their trading period ended on or about 
itions were less un- 
ble than they have been since. From 


oT om tel t the ed 


the past year’s trading have been generally 


favourable. ; : 

and export business, i 
spite of the scarcity of merchandise and 
difficulties, has recorded an increase in ‘urm= 


over and. may. be said, I think, 10. ha*¢.more 
than maintained its position in the trade. 
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THE DISTILLERS COMPANY, LIMITED 


MR H. J. ROSS’S REVIEW 


The seventieth annual general meeting of 
the company was held in the North British 
Station Hotel, Edinburgh, on the 15th instant, 
when, in the absence of the chairman, the 
deputy chairman, Mr H. J. Ross, presided. 

The following is an excerpt. from his 
address to stockholders : 

Turning now to the statement of accounts 
you will find that the consolidated statement 
of profit covers a period from varying 
balancing dates of the parent and subsidiary 
companies to March 31, 1947. To comply 
with the new company legislation the board 
decided to fix March 31st as the balancing 
date for all the companies, and as a conse- 
quence the figures in the accounts are not 
comparable with those for the year to 
May 15, 1946. The manufacturing and 
trading profits, after making provision for 
excess profits tax, profits tax and overseas 
taxations, works out at £7,638,059, but while 
the profits of the parent company are in- 
cluded for a period of 104 months, certain 
subsidiaries contributed for a full year and 
a few for fifteen or more months. From an 
investigation of the accounts it is estimated 
that for a period of 12 months the profits 
approximated to £7,100,000, comparing with 


* the corresponding figure of £6,914,330 for 


the year to May 15, 1946. 

To the profit figure of £7,638,059 is added 
(1) revenue from investments and other mis- 
cellaneous receipts £907,333 and (2) provi- 
sion for taxation in previous years 
proved to be not required and now released 
£395,000, making the total revenue 
£8,940,392. After making full allowance for 
income tax on these profits, all necessary pro- 
visions and adding to superannuation and 
sundry reserves in the books of subsidiary 
companies, there remains £3,428,719 as the 
sum available to the Distillers Company, 
Limited. This compares with £2,574,760 
for the year to May 15, 1946. In addition, 
however, it should be noted that the amount 
applicable to the Distillers Company, 
Limited, but retained by the subsidiary com- 
panies is £190,728 as compared with 
£103,920. 

The board decided to appropriate and to 

ly to general reserve the sum of 
£1100,000 (making it £6,000,000), leaving 
available with the amount brought forward, 
and after deducting directors’ fees, compen- 
sation to directors for loss of office and the 
interim dividends, the sum of £1,181,364. 

It is proposed to pay a final dividend on 
the ordinary stock of 23 per cent. less income 
tax (making 22} per cent. less income tax for 
the 10} months period) and a special divi- 
dend on the ordinary stock of 25 per cent. 
less income tax, thus leaving to be carried 
forward the. sum of £768,153 as against 
£591,654 brought in. 


BALANCE SHEET 


The company’s legal balance sheet calls 
for comment on the following matters :— 

(1) The increase in the amount. at credit 
of athe general capital reserve to £934,736 
is due to. the transfer thereto of £105,924 
being profits on the realisation of certain 
mvestments during the period. 

(2) The company has received a pro- 
visional E.P.T. post-war refund amounung 
to £910,621. This includes amounts applic- 
able to certain E.P.T. subsidiaries. 

(3) During the period under review the 
company purchased from the Custodian of 
Enemy Property the 95,000 shares in. British 

trial Solvents Limited, formerly held 

by German interests, making that company 
6s The “cecal “dhe” nceed: ths 
issued share caput. of Gilmour Thomson 


and Company Limited, blenders, etc., Glas- 
gow, and is catrying on’ the business. 


(5) In November of last year the com- 
pany acquired the unissued capital of 

ational ical’ Products Limited, Johan- 
nesburg, South Africa, amounting to 64.850 
ordinary shares of £1 each. The terms of 
the arrangement provide for the acquisition 
of further shares to enable the South African 
company to undertake certain new develop- 
ments now under consideration. National 
Chemical Products Limited are distillers of 
industrial alcohol, and have a well established 
business in solvents and carbon dioxide. * 


(6) A further investment made by your 
eqrmedy. jointly “ with British. Xylonite 
Limited in the proportions of 60 and 40 
per cent. respectively, was the purchase of 
the unissued share capital of Lansil Limited, 
consiging of 203,367 ordinary shares of £1 
each and 514,000 deferred shares of 1s. each. 
The money thus provided will be applied by 
the Lansil Company in meeting the cost of 
extensions in the manufacture of cellulose 
acetate, an important plastic raw material, 
of which our group is a large consumer. 


(7) Investments in British Government 
securities have risen by a little over 
£1,200,000 to £17,353,626. The holdings 
are reasonably “ short dated ” and a revalua- 
tion at March 31, 1947, disclosed a market 
valuation of £17,712,734. A valuation today, 
however, would show a different result, and 
it was to meet such a contingency that the 
board built up over the past few years a 
reserve of £1,600,000. As will be explained 
later round about £7,500,000 of these hold- 
ings have been earmarked for developments 
in the chemicals and plastics sections of the 
company, while over £4,000,000 may go to 
the group pension scheme now under 
examination. 


The consolidated statement of assets and 
liabilities discloses that while current assets 
amount to £54,247,421, current liabilities 
and provisions total £9,018,961, a surplus in 
this respect of over £45,000,000. This is 
proof of the great financial sirength of the 
Organisation, and it must be remembered 
that the fixed assets are included at low 
valuations. . 


PROBLEM OF RE-ORGANISATION OF 
CAPITAL STRUCTURE 


The surplus applicable to the members of 
the Distillers Company, Limited, exclusive 
of the reserve for taxation on earned profits 
but not yet due, has increased to £20,669,907. 
The issued share capital is £17,225,847 in- 
cluding £2,200,000 of preference stock. As 
announced at the previous meeting the board 
had. given careful consideration to this 
aspect, but it was not possible to obtain 
permission to re-organise the capital struc- 
ture. Since then the Finance Act of 1947 
permits the capitalisation of reserves and the 
issue. of shares to. members of the company, 
but on payment of a charge of duty. 
amount of duty the company would have 
to. pay. has. made it impossible. to proceed 
with the scheme under contemplation. 

The board have decided, however, that the 
time had arrived to place before the mem- 
bers their proposal to make the ordinary’ 
stock transferable in units of 4s. each in- 
stead of £1 units as at present. You have 
been asked to attend an extraordir general 
meeting to” beheld immediately” after™ this 
meeting, when full consideration may be 
given to the board's 


2 eee oe 
t ‘ollowing reports on . 
the various branches of 


business : —.. 


ce before you 
Operations of 
the. company’s 


whisky. As indicated to the meeting last year 
the’ quotas out of the 1945 allocations of 
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1947, the industry was f ne ted (eiitatons 
each of 50,000 tons, while in August further 
licences amounting to 75,000 tons were 
Wt taek of fo guiplan eonecian eens 
per cent. e prewar 

welcome releases were not made by the 
Government without conditions, In. the 
course of negotiations attenuon had to be 
given to the dire. economic condition into 
which the country . had fallen, .and the 
Ministry would only grant licences to manu- _ 
facture mew whisky on the. undertaking by 
the industry to increase exports of matured 
whisky to “hard currency” markets. . The 
proportion laid down the Ministry from 
May 1, 1947, was three gallons for export 
to one gallon released for the home markes. 
2s Tyce, poncionl ig, SB “eicly “tae. this 
could ony shed ; 
at the expense of the’ consumer and by 
shipping this saving, and more, to the “ hard 
currency ” markets. 

The industry is hopeful, now that the 1947 
harvest has been secured, that the Ministry 
will be able to issue further licences at an 
early date to enable a full programme of 
distilling to be undertaken next year, and 
thus avoid closing down again the distilleries 
in January or February, 1948, by which time 
the present licences will be com 

PURCHASE OF PENICILLIN FACTORY 


The company has recently reached agree- 
pe with the Government for the purchase 
of the penicillin fact at ¢, Liverpool 
which you will fecdl = erected and 
opera by the company as agents for the 
Ministry of Supply. The demand for this 
remarkable material is still increasing and 
it is considered that this acquisition will fit 
in logically and effecti with the com- 
pany’s research and development work in the 

‘tion of streptomycin and in the field 
of anti-biotics generally. It is proposed to 
operate this new development through a 
subsidiary company to be formed with a 
capital of about £1,000,000. 


PRODUCTION OF CHEMICALS FROM 
PETROLEUM 


An important development which falls to 
be reported is the provisional agreement 
between your company and the Anglo- 
Iranian Oil Company, ited, to. erect a 
large plant for the eronucuen of chemicals 
from. petroleum. e capital required for 
this project will be of the order of {5,000,000 
which will be subscribed equally by the two 
companies. It is proposed to establish. this 
joint venture at Grangemouth, in close 
proximity to the oil refineries of the Anglo- 
Iranian Oil Company. 

It will be appreciated that under present 
conditions a considerable period must elapse 
before this scheme can be completed, but, in 
view of the company’s ag commitments 
in the chemical and plastic fields, your direc- 
tors aré satisfied that on a long term view 
this development is sound and necessary, 


FUTURE PROSPECTS 


dend ordinary stock in of 
the year March 31, 1948 on 
December 17th next with and 
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CHAMBERS WHARF AND 
COLD STORES, LIMITED 


The twentieth ordinary general meeting of 
Chambers Wharf and Cold Stores, Limited, 
was held, on the 16th instant, in London, 
Mr Charlies Goldrei (chairman and managing 
director) presiding. 

The following is an extract from his state- 
ment circulated with the report and accounts 
for the period from June 29, 1946, to June 27, 
1947 :— , 

I am very pleased to present to the share- 
holders a satisfactory balance-sheet for the 
period under review. The ordinary share 
capital of the company was increased in April, 
1947, by the issue of 68,332 ordinary shares 
of 5s. each fully paid. The share premium 
amounting to £85,415. less the expemses 
attached to the issue £183 is shown separately 
on the balance-sheet. As a consequence of 
this issue, the company’s bank loan has been 
considerably reduced. 

The net trading profit for the 52 weeks 
ended June 27, 1947 (after providing for pay- 
ments to the Ministry of Food Cold Storage 
Control of the excess over the maximum 
allowed to be retained by the company) 
amounted to £75,804, against £62,639 for 
the previous period. 

The met balance of profit for the period 
after providing for a special payment of 
£4,000 to a general manager for loss of office, 
directors’ fees, depreciation and taxation as 
reduced by an amount of £1,991 provided 
previously, not now. required, amounts [0 
£29,845, against £27,938 for the previous 
period, an increase of £1,907. 


TOTAL DIVIDEND 40 PER CENT. 


Of the balance of profit available, taking 
into account the amount brought forward 
from the previous year of £7,335 after pay- 
ment of the preference dividend for the year 
to May 31, 1947, and the interim dividend of 
15 per cent. on 273,326 ordinary shares, your 
directors have transferred £5,000 to general 
reserve, £1,000 to staff pension and benevo- 
lent fund, and they recommend a final divi- 
dend of 25 per cent. on the increased ordinary 
share capital of 341,658 ordinary shares, leav- 
ing a carry-forward to next year of £6,343. 

In my last year’s report, I stated that the 
company had purchased Messrs John Dudin 
and Sons, Limited’s premises, which imme- 
diately adjoined the company’s riverside 
property, and that the necessary licence for 
development was obtained. I am now able 
to inform you that the work has been satis- 
factorily completed, 

The company acquired from the Bermond- 
sey Borough Council in March of this year, 
East Lane Wharf which adjoins the western 
boundary of the company’s riverside property. 
This wharf is at present an open quay site 
and since, owing to restrictions and shortage 
of materials, it is impossible at the moment 
to obtain a licence to erect _permanent build- 
inys On it, the company has. decided to erect 
teraporary buildings. The licence for these 
has been obtained and the construction 
should be completed before the end of the 


current financial year, when the company’s. 


dry goods warehouse space will be further 
increased, : 


As soon as restrictions are relaxed .and 
building materials are more plentiful, it is 
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the intention of the company to proceed athe >. 
their pre-war plans for further ‘substanti 
extensions and to utilise their valuable free- 
hold sites to the best advantage. | . 

The volume of business since the com- 
mencement of the current financial year has 
been satisfactory and there is no reason why 
the company should not continue its steady 
progress. Your directors have under constant 
review the equipment of our cold stores and 
warehouses and every advantage has been 
and will continue to be taken to maintain 
the company’s plant and machinery in keep- 
ing with its reputation as one of the most 
up-to-date storage i in the 
country. 


The report was adopted, 


POWELL DUFFRYN, LIMITED 


DELAYS IN GOMPENSATION 
PROCEEDINGS 


The annual general meeting of Powell 
Duffryn, Limited, was held in London cn the 
22nd October, Mr Edmund L. Hann; the 
chairman and managing director, presiding. 
The following is an extract of his statement 
which was circulated with the accounts: — 

The profit on trading is £905,924 which, 
after charging depreciation, is reduced to 
£744,765. Last year the corresponding figures 
were—trading profit £1,135,537 and net pro- 
fit £865,221. 

A larger distribution could have been re- 
commended for the year under review, but 
having regard to the future it was felt better 
to recommend the addition of the substantial 
amount of £358,359 to the carry-forward. It 
is hoped that it will be possible to maintain a 
reasonably steady. rate of dividend in the next 
two or three years, but it may well be neces- 
sary to have recourse to the undistributed 
profits of past years. 

Assets with a written-down book value of 
nearly £10 million have vested in the National 
Coal Board, while the Group figure is in ex- 
cess of £12 million. The amount of com- 
pensation to be received, as stated in the ex- 
planatory note circulated with the accounts, 
will not be known for some years. 

For two years from January 3, 1947, we 
shall receive an interim income based on one- 
half of the pre-nationalisation earnings of 
the assets which have passed to the Coal 
Board. If the assessment and payment of 
compensation is completed within four years 
I shall be agreeably surprised. The delay is 
no fault of the industry, and yet the industry 
is o receive interim income for two years 
only. 


EXPANSION OF ACTIVITIES 


The business of Cory Brothers and Com- 
pany, Limited, in Egypt, which has been 
merged in that of Tractor and Engineering 
Company, S.A.E., is working smoothly and 
profitably. 

A new enterprise of Gueret, Llewellyn and 
Merrett, Limited, is the deve t of an 
Air Service Agency trading the name 
of Powell Duffryn (Air), Limited, managed 
by G.L.M.’ from ‘their Cardiff office with 
oe : at all important places at home and 
abroad. 

Early in the new year Stephenson Clarke, 

imited, will receive in compenstion for. its 
fleet of wagons well over £3,000,000, but will 
from January Ist next Jose its substantial 
income. from the earnings of these wagons. 
Losses of tonnage through enemy action are 
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tie beh Jacbd band ‘4 bts 
OF the tend fe peace hed be 
amount of tonnage om in 1939. 
Maris Export Com 
Limited, the coal exporting subsidiary af 
Stephenson Clarke, although deprived of the 
opportunity of ee its trade “in 
British coal, has funct successfully jy 
the products of other countries. — 
NEW ENTERPRISES 
. ang Aa report the appointment of Mr 
obert Foot as a managing director of 
Powell Duffryn and chairman of 7 new 
subsidiary company, Powell Duffryn Techni- 
cal Services, Limited. Mr Foot is now in 
Australia to discuss the possible use of our 
services in connection with the 
development of the valuable coal resources 
in — various states of the Dominion. 
research organisation has discovered 
an entirely new method of producing carbon 
which possesses great advantages over other 
methods now in use, both as regards the 
process of manufacture and the quality of 
the finished product. For commercial pros 
duction we have acquired a factory at Hayes, 
Middlesex, and have promoted a new sub. 
sidiary company—Powell Duffryn Carbon 
Products, Limited—with a share capital of 
£500,000. 
The report and accounts were adopted. 


ALLIED INDUSTRIAL 
SERVICES LIMITED 


The annual general meeting of this com- 
pany was held at Bradford on the 17th 
instant, Mr W. H. Rhodes, the chairman; 
ke RE 

The following is an extract from his citcu- 
lated statement :— 

services we supply to industry 
increased in volume considerably during the 
twelve months, despite the continued diff. 
culty of obtaining the materials required to 
maintain these services: Again, the severe 
weather during the winter resulted in some 
curtailment of customers’ requirements owing 
to fuel and power shortages. 

Your directors have had in mind for some 
years the inauguration of 2 staff superannua- 
tion fund, and, the necessary arrangements 
having been made, the scheme commenced 
on March 24, 1947, Your directors feel that 
this scheme, which is a contributory one, 
will be of benefit to the participants and the 
company. During the year under review we 
have been able to install a certain amount of 
new plant to replace some of our old 
machinery and await further replacements as 
soon as manufacturers can make delivery. 

After making proper provision for depre- 
ciation cf the company's properties, plant, 
etc., the trading profit (including dividends 
“ see ES etc., ee ee SS 

,097, after provision for taxat 
the sum of £121,097 is available for alloca- 
tion, to which your approval is sought. T 
directors have recommended a — 
ordinary dividend to that paid in the 
prerous yest. 4 i 

n view esent conditions Spang 
raw taaterinie “End the shortages from wh 
we may suffer during the months ahead, I 
hesitate to make forecasts, but at the same 
time I can state that demands for the indus- 
trial “services we y continue to be 
maintained at a satisfactory level. : 
The repert was adopted. 
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GOVERNMENT. RETURNS. it 


For the week ended October 18; 1947, 
total ordinary revenue Was /£49,099,956, 
against ordinary expenditute of £68,277,428 
and issues. to sinking funds £498,581. Thus, 
including sinking fund allocations of 9,049,891 
the surplus accrued. since April Ist is 
{186,936,495 against a deficit of 479,609,223 
for the corresponding period a year ago. 


ORDINARY AND SELF-BALANCING 
__ REVENUE AND EXPENDITURE _ 
| Receipts into the 
! Exchequer 
| ({ thousand) 
Esti-"| Apel T Apal 7 
Revenue mate str roo} Week? Week 
1947-48 to | to jended | ended 
| pm@<ereoo@er 1 OF Ph Oet, 
19, +. 418, 19, }- 38, 
1946 | 1947 | 1946 | 1947 
“™ Ort INARY 


REVENUE 


Income Tax ...46 haa 448, 396! ei R, 584 10,306 


Ser-tax . ...« 86,000 17, 582 20,305 566 550 
Estate, etc., Dutiesy155,000... 77,345, $69; . 2,030... 2,290 
Stamps. ©. ...- +--+ 57,000 37,905, “27,030; “500! “1,200 

NDC. : 302, aa 18,907 19,170: 755) * 600’ 
E PT 288, ti nae sane, 1008 
Other Inlan a Rev., : 1,000 


Total Inland Rev. 1568000. 768,510: 706, 390 25, 631 19,5 596 


Prepac? potent | me arn =| oe rm 
Chstoms.......+: | 73, 360 328,001 429,995. 14,646, 18,751 
Excise ...cads., 643,040; 294,400, 500,000 6,500 “6,700 


Total Customs & 











Excise ...§. , <211380000)%622,401 189% 21,J86/25)451 ff 
. te are 


Motor Dutie@’ .* 
Sarplus War Stores! 


50,000" 10, 413-129 160 
95,000 62,827 106,396 27,978 1,283 
Serplus Receipts 


from Trading’. .) "55, 000, =. ee AIS: é fs es 
Post Office . (Net) f i | 

Receipts) ......% 450» } 450) ~ 
Wireless Licences. | i, 08 3070 X70) ... |... 
Grown Lands 2.24 450! 450° aw } see 


Receipts from 
Sundry Loans...,, 21,000, . 9,247; 16,705. 1,688) 
Miscell. Receipts. .)'270, "000: 20,240! 172° 461 899° 2, 610 


Total Ord. Rev... 3451000 1497608.1777811 77,792 49,100 
Seur-Barawerwe ) 4 ’ oat ’ - 
Post Office. ...... 144,230; 67,100; 73,980 1,950) 2,200 


Income Tax on 
49, 000 119, 350, 13, 195, 3, 561, 378 


E.P.T. Refunds, 


a 3644230 1683838,1864986 83,303, $1,678 


po ; Issues out of the Exchequer 
} to meet payments 
3 thousand) 




















Esti- | April | Apal | | 
Expenditure mate, . <0] Ae | Wek | Week 
1937-48. to to ¢oeeey ended 
i | Oct..| Oct. Oct. 
19, | 38, | 13 | a8. 
seek | 1946 | 1947 7 \ 19 1946 | | 1947 
ORDINARY. i yf gta i i 
ExrenDiTurRE fi | 
Int. & Man. of 
Nat, Debt... ... 525, 000, 283, 705, 295, 813; 135,561) 15,169 
Payments to. N. A y 34a ‘ 
Feland oo .. os 23. 2 
a to N Nat. Land ee) 
ae . eacced 50,000, mee din ome 
Other Cons. Fund) i 
Serviees 0.0... i & 5,658 3,476)... 
Tota |e 000) 346,564’ 310,671 15,564 15,177 
Supply Services | sess ae2so28 1271154, 41,050) 53,100 


“'s19ti14) 1968591 1581825 54,614) 68, 5277 





Total Ord. Exp.. 














Stit-BaLancins | | 
i eee 144, a 67,100 
e355 ont 





After increasii assiaidedl Saiiceae etnares by £50,359 to 
i 082,014 the oe erations for the week incre. 


gross National Debt by £31,308,561 to £25,760 million. 
NET ISSUES: {{ thousand) 

P.O. and Telegraphis 02200400... Westin: 30 

ee “RR RO Sa 461 


erseas Trade Guarantees Act. ........--.04-44 26 
Local Authorities Loans Act, A088, Section 3 Socal War 5,800 
Miscellaneous Financial Provisions Act, 1946, 


Paces heh, SH een ee 


— act ty 1885 Section 3 ay " 3.per cent, Local 


atte een 





© 
,e 
Kmge 


13,380 1,950, 2,200 





1,500 
(7), Post-war Credit" 3,394" 


Pe. 


CHANGES IN “DEBT (£ thousand) 


ae 


Net Receipts 


“Treasury Bills ... 


33,08 


24% Def. Bons... 72 
Other Debt + 


External 


Ways & Means Ad- 


VANnces .....« 


* Including £1,810,000 paid off on maturity. 


ee 26} 
wes, 1,305 


~~~ 


37,627 





{ Net R&ePaYMENTS 


3 Def. Bonds ..... *2,517 
(5% TergAnnuitiess--2;643" 
‘Tax Reserve Certs. ¢ 157% 
Other Debt :-— | 
Internal. . .i../+ 202. 
Treasury Deposits: 500 





6,319 


FLOATING DEBT 


Upton) _. 


























Ways and ' 
Treasury X 7 
Bills . Cans Trea- | 
Adv aiites sury | Total 
~ ene get Pats 
Date t | Bank posits ng, 
Tender| Tap | P¥b¥e \ of Becks ; 
i P | Depts. | Eng: 4 
! } land | 
; t 
poe mee, ++ |; 
1946 | i 
Crt 19 2000-0 2550" 6 | 430/4 |} 9-0 | 176495) 675445 
July 12 | 2180-0) 2548-0 | 378-6-4e-ecs-oh- 9368-5 -6406-0 
ve (Dp2180~0) 2503-1) 328-9 ... | 1408-5 | 6420-5 
we 26, 2180-0 2493-4) 270-9} ... | 1408-5) 6352-8 
Aug.’ 2° 2180-0 2470-4) 317-7.| 2:5 | 1400-5|.6371-0 
4/921 0 2424-0; 348-4] 3-5 1400-5 6356-4 
» 16 | 2180-0 2428-2) 336-7 |. 1-75. 1380-5) 6337-1 
(23 2180-0 2467-9) 336-9 | 9-75 | 1350-5 6345-2 
» 30 (2190-0 2428-5) 339-8 | 4-75 | 1323-0) 6286-1 
Sept.6:} 2190: 012466-4 | 369°6 | 4:75 | 1304-0) 6334-8 
» 13 | 2190-0, 2499-9 | 357-1 | 4-25 | 1296-5 647-7 
{)'20-42190°0}2533-0 327-7. | 8-0 | 1299-0) 6357-6 
» 26 2190-0) 2557-1) 322-3} ... | 1292-5) 6361-9 
Oct. ‘ 2200-01.2534-8 | 3639.4.29-8 | 1267-0} 6385-4 
wl 2220-0 2561-7 | 343-21 20-3. | 125° 5). 6598-6 
a eae 2087 362-8 | 2:0. | 1253-0), 6432-5 
. “TREASURY BILLS 
({ million) 
. Per 
Amount Aree Cent. 
Dare ay Alot Allotted 
Tender al at 
Applied} ment : 
on Pp o } Min. 
i “0 } Rate 
1946 
Oct, yt 470-0 | a9G-2 | 170-0} 101-70 | 40 
j 
Pag ‘a! 170-0 | 294-5.| 170-0} 10. 1-39 44 
» 25} 160-0 | 292-4 | 160-0 | 10. 1-24 40 
Aug. . 1|.160-0 | 287-9 | 160-0910 bl 39 
“, Bf 170-0 | 276-6 | 170-0}: 10. 2-48 49 
m:, 15), 170-04 235-6 | 170-0}. 10 2-% 68 
08} 170-0, | 258-4 | | 170-0 | 10. 1-58 65 
» 29| 170-0 | 251-9 | 170-01} 10. 3-14 59 
Sept. 5| 170-0) 276-8 | 170-0}, 10 2-54 46 
vw», 12| 170:0 | 269-7 | 170-0} 20 2-85 51 
» 19} 170-0 | 253-5 | 170-0} 10 3-10 57 
» 26) 180-0 | 277- a | 180-0| 10 2-66 27 
Oct. 3! 190-0 | 299-9 | 190-0} 10 1-39 49 
» 19} 180-0 | 291-3} 180-6} 10 1-36 47 
». AT) 170°0 | 268-9 | 170-0) 10 1-87 54 





Receipts. ... 


e itr: 








. tories rs Certificates -— 


eee een ene 


> wh bee eee eb 
eee eeseeemee 
a eben er clene 
tote eee nets 


Net Savings orescence s+ 


“'Fotal Net Savings .. 
Interest on certificates repaid 
‘} Interest accrued on savings 
vermaining invested; ...... | 





S fi hassd pitapimaeanhanip hainambebifieeipseds 
On October 17th applications for bills to be paid on 
Monday, Tuesday, Wednesday, Thursday and Fridey were 
accepted as to about 64 per cent of the amount applied 
for at £99 I%s. 5d. and applications at higher prices were 
accepted in full. Applications:tor Saturday were accepted 
at £99 17s: 6d. an@ above in full, 
of Treasury Bills are being offered for October 24th. For 
the week ended October 25th the Banks will not be asked 
tor Treasury deposits. 


NATIONAL SAVINGS 


Berner 


£170 million (maximum) 


ig NN cs sl 
| . Totals 
Week: Ended “iar. 3]t0 


Sa 12, Oct. TT, | Oct. Ml, 




















t 


1946. | 1947 bok 1947 

5650. | 3,000 | 121,350 

| 2,300 |. 2,350 | 78,450 

1,350 650 | 42,900 
1,880 865 | 41,7602 

1015 | 866 | 21;201 
beta iaieh- setae 

Dr. 1\ 20,859 

ead 


} 
1 

14,970 | 12,475 | 353,478 
} 





Pere 8,775 } 343, See 
5,298 3,700 10,272, 
7 i 4,349 | 73,731 

8 423 | 15,123 
2927) 2.275 | 58,718 

















ISSUE DEPARTMENT 
‘ di 
‘Notes Issued : pie Debt... 11,015,100 
» rns «| 1362,509,096 | Other bg hg ; 
ankg. De- “4 Securities . + -4438,359,497 
partment. . 87, 138, 737 | Other Secs. . 1,991 
i | Coin other ro 
{than-Geld.... 7,a12 
Amt. of Fid,—————--—- 
Y ee ess ce T#50;000, 000 
Golf Coin atid 9 
! ‘Bullion ~ (at™ 
bt U¥2s: 3d. oper 
outing). .... 247,835 
aes t ee 
1460,247,833 | 1450, 247, 833 
BANKING DEPARTMENT 
; + £ 
SOONG sexs «3 14,553,000 | Govt. Secs... . + 304,201,857 
$545 i dutes 3,202,288 | Other Secs. : 
Pabkg Deps,* _ , 9,355,356. Discounts and 
| Advances. . 6,263,986 
Other  Deps. : Securities.... _ 19,565,181 
Bankers... .. 297,089, 415 | teers 
Other Accts... 95,530,981 | 25,829,167 
a NOt ee 87,738,757 
392,620,396 | : 
} Cols. .ie.4e4 °1,962,289 
419,731, = 419,751,020 


Commissioners 
"Dividend sa hcoeeal. 


° af Meteor Benet 


COMPARATIVE ANALYSIS 








(f million) 
| 1946 1947 
os os Oct. | Oct. 
15 
Soopers 
Issue ae } } i f 
Notes in. cireulation...-.. «; 11360-8,1374-3,1368-61362-5 
Notes in banking ae | | | i 
WRB cca: meets hk onsen 39 5 75- % 8l- 87-7 
Government. debt and 
SeCurities™ 2. sce ona ane S443: S14: 1449-4 
or securities ......... j a : . 


eee ewe eee ew ee 


Banking Dept. : a 
Deposits : 

Pbblid .... 6 avatlswnrs i 14-8) eS 11<4) 9-4 
Rawk’. 6605 6 1S | 293-8) 288-0) 295-8) 297-1 
Otherag: ics weee. is | 54+) 92-2) 94-6) OF 5 
TFotebales (AiG. ' 362-8! 392-5 401-8 402-0 

Securities j ; | ' 
Government): . 2... 2.08 ; 308-0} S03~5) 310-6) 304-2 
i Ce ae ee y 86 10:6, * 5 6-3 
uae. Lacie 16>9 18-6) 19-4 19-5 
SOL. tent bein ged. ; 540°0) 332-1) 335-8) 330-0 
Banking dept. res... ...... ' 40°5 981) --83-7) 89-7 
* Proportion ".......,.-i+ i Bal 2 $- a3 
* Government debt is £11,015,100, capital ee. 
Fiduciary. issuer Lod million to £1,450 


GOLD AND SILVER 


The Bank of land's Official ba price for 
remained at I Ts. Sper Hie ounce througout ee noe 
» Spot cash prices were ‘as follows :— 











AGGREGATE ASSET> 
at 3ist March, 1947 
£87,034,037 





Head Office: WELLINGTON, N.Z. 
P. L. Porter, General Manager 


tondon Office. 
1, Queen Victoria St., E.C.4. 
©. M, Samuel, Manager 


REFUGE ASSURANCE COMPANY, LTD. 
Chief Office : OXFORD STREET, MANCHESTER, | 


at 
£97,000 


ANNUAL INCOME EXCEEDS 
SSETS E 000 
£181,000,000 


& XCEED 
CLAIMS PAID EXCEED 


(1946 Accounts) 


UNIVERSITY OF THE WITWATERSRAND 


Applications are invited for a LECTURER IN ECONOMICS; Salary 
scale is £550 x 25—£800 per annum, plus a temporary cost of living 
allowance. which at present is £75 per annum if the member of staff is 
a married man or has dependants, £46.16.0 per annum in the case 
of a single man. Closing date for the receipt of applications is 24th 
November, 1947. Further particulars may be obtained from the Secretary, 
Universities Bureau of the British Empire, 8, Park Steeet, London, W.1. 





in CIVIL SERVICE Commissioners invite applications from suitably 
qualified men and women for the following permanent appointments: 
(a) Agricultural Economists, and (b) Assistant Agricultural Economists 
in the Ministry of Agriculture and Fisheries and _the Department of 
Agriculture for Scotland: about 12 vacancies in all. For posts (a) candi- 


dates must have attained the age of 28 on October 1, 1947; for. posts | 


(b) candidates must have been born on or after August 2, 1910, and 
have attained the age of 23 on October 1, 1947, Inclusive salary scales 
for men.are: Agricultural Economist £750 x 25—£1,000; Assistant Agri- 
cultural Economist, £375 (age 23) x 25—£750, with higher starting pay 
for candidates over 23 on appointment. The scales.shown are applicable 
to London posts, and are subject to small deductions for posts in 
Edinburgh: Salary seales are somewhat lower for women, Super- 
annustion arrangements will be made under the Federated Superannua- 
tion System for Universities. 

Candidates should have at least a “Second-Class Honours degree in 
Econontics or (where awarded) in Agriculture or Agricultural 
Economics, or an ogee degree where Honours are not awarded, 
and should preferably have undertaken original research work in 
Agricultural. Economics. Those qualified in Economics must have a 
knowledge of agricultural problems, and those qualified in Agriculture 
must have specialised in the economic aspect of the subject. 

The Cemmissioners will select those candidates who appear to be 
most suitable, and will summon them for interview in London or Edin- 
burgh. Candidates should write for an application form and a 
memorandum giving further information to the Secretary, Civil Service 
Commission, Burlington Gardens, London, W.1, quoting No, 2023, The 
completed form must be returned by November 6, 1947. 


VIVEL, SERVICE. COMMISSION.—aApplications are invited for the 
permanent post of Statistician in the General Register Office. 
Superannuation provision will be made under the Federated Super- 
annuation System for Universities. The inclusive salary seale (London) 
is, for men, £900 x 30—£1,080 x 35—£1;220 per annum: for women, £300 x 
30-—£1,050. -Prospects of promotion in a few years to the post of Chief 
Statistician, maxintum inclusive salary (London), £1,700 (men), and 
£1,550 (women). Candidates must have a University degree with First 
or Second-Class Honours (or the equivalent where Honours are not 
awarded) in statistics, or in mathematics, economics, or other appro- 
priate main subject combined with. statistics: or having obtained a 
degree with First- or Second-Class Honours (or equivalent) in mathe- 
matics, economics, or other a ate main subject without statistics 
must have been employed whole-time for at least twelve months con- 
tinuously on statistical work. They should preferably have had 
experience in the study and treatment of demographic (including 
fertility) statistics, ucecessful candidate will be expected, subject 
to the “general” technical diréction of the Chief Statistician, to 
initiate and, when 1 , @irect statistical jes in all except 
purely medical arpects of the work of the ne! Register _Office.— 
‘urther particulars and application forms from the Secretary, Civil 
Service Commission, 6, Burlington Gardens, London. W.1 quoting No. 
2013. . Completed application. f must im the hands of the 
Commissidners .nbt later than November 15, 1947,~but applications from 
_ candidates overseas will be accepted up to November 2. 1947. 


t= ll ey age 





ROYAL BANK OF CANADA 
| DIVIDEND NO. 241 ; 
NOTICE IS HEREBY GIVEN that a DIVIDEND ‘of 2% per cent. being 


- at the rate-of-i@ per cent. per annum upon the paid-up capital stock of 
pe ae k, has been DEL AEED forthe three aati ena 30th 
ver . 1947, and will be PAYABLE at the and its woe 
on and after Ist December, 1947, to shareholders of record t 
rest By Order of the Board, — 
ae A : . ‘ ; oO L re oe 
Se ee aes _E. B. McINBRNEY, London Manager. 
6 Lothbury, London, E,C.2, October 23rd. 1947. rp ee hang? 


“Peinted in, Great Beitiin by .. CLummers Paegs, Lro, Portugal St. Kings 
at 223 pe dace Se James's, London, cw. Ua Meonanaaiel 












‘THE > SMS iS 
THE HONGKONG AND SHANGHAI 
ro Cte CORPORATION 
i Sanstled Gla AALY PAR UE 8k 


RESERVE LIABILITY OF MEMBERS - = . 














Colombo “Kobe muxden 

Rangkot *Daires Kowloon Nanking Se 
Denker i Koala Lampa: re aan [meg 

Brunei *Hambare Kare Penang Teluk Anson 
alcutta Hankow Labuan Bangoos (Perak 
Cameron High- *Harbio London Saigon Tientsin 

tands (Malaya) Tinto Lyons ‘Bandakan Tokio 

Cantona Ipoh Malaces San Francisor Teingtac 
*Ohefoo Jeaseltor Manila Shanghai *Yokohams 
Chongkinz Johore Muar Stagapore 


| 
i 


London Office: 9 GRACECHURCH STREET. £.C.3. 

HONGKONG & SHANGRA! BANK (TRUSTER) pierre, 

Street, E.C.3, s company imcorporsted ip England, aa affiliate 0: 

The Hongtong and Shanghai Banking a to act as Executor and 
to the Corporation, are established 


Pull particulars may & ad em application 















Latin American Trade 


This bank, established in South America for over 31 years, 
is well equipped to serve British traders interested in this 
important market. Correspondents the world over. 


London Offices— 
6 Lothbury, E.C.2, 
2-4 Cockspur St., S.W.1. 


E. B. McInerney, Mgr. 
L. R. Newman, Mgr. 


THE ROYAL BANK 
OF CANADA 


Head Office, Montreal. 
Offices in New York and Paris 


the West Indies, Central 
and South America. 


Incorporated in Canada in 1869 with Limited Liability. 





MINISTRY OF NATIONAL INSURANCE 


Applications are invited for a pensionable appointment as Chief 
Statistical Officer to the Ministry of National Insurance on an inclusive 
salary scale (London), rising from £1,320 to £1,700 per annum ior men 
and £1,160 to £1,550 for women. 

Candidates should be at least 35 years of age. They must have 
obtained a University Degree with. first- or second-class honours (or 
the equivalent where honours are not awarded) in Statistics, or in 
Mathematics, Economics, or othér appropriate main subject combined 
with Statistics; or, having obtained a first- or second-class honours 
degree (or equivalent) in mathematics, economics, or other sopreoc 
main subject without statistics, must have been employed whole-time 
for at least twelve months continuously on statistical work, They 
quowd sian have had practical experience in Economics or Statistical 

nalysis. : 

The Chief Statistical Officer will be responsible for the organization 
and supervision of statistical work in the Ministry, the collection and 
interpretation of statistics required in connection with the new National 
Insurance schemes, including such matters as the composition of the 
insured tion and the incidence of claims, and for co-operation 
with other Government Departments and with professional and public 
bodies interested in such statistics. : 

Further. particulars and form of application can be obtained from 
the Seer Burlington Gardens, 


etary, Civil Service Commission, 6 London, 
W.1, quoting No, 2033. The completed form must be returned to him 


not later than November 15, 7, bu hications from candidates 
overseas will be accepted up to came hea one 


nr rice Nihiesaniesiteliitiastepiiin 


NORANDA MINES LIMITED 


mL} DIVIDEND NOTICE 
Notice is hereby given that an. interim dividend o! Fifty 
Cents ($50) per share, payable in Canadian funds, has been 
declared: by the Directors of Notanda Mines Limited, payable 
December 15, 1947, to shareholders of record at the close of 
business. November 14; 1947. 
Toronto, . By Order ot the Roard, 

JR. BRADFIELD, Secretary. 


— er 
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